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PRE-PAAD A N A L Y S I S  

ENERGY - FUEL SECTOR 

SUMMARY AND CONCLUSION 

1 .  I n t roduc t i on  and ob.iectivea 

Zai re 's  d i s t r i b u t i o n  sector  has been i n  a c r i s i s  s i t u a t i o n  
f o r  the  past few years, character ized by a lack  o f  suppl ies and a 

. shortage o f  petroleum products i n  most regions, p a r t i c u l a r l y  i n  
the  southern (SHABA) and eastern ( K I V U )  p a r t s  o f  the country.  

Moreover, the  d i s t r i b u t i o n  companies responsible f o r  
c o l l e c t i n g  the p a r a f i s c a l  taxes included i n  the  p r i c i n g  s t r u c t u r e  
f o r  petroleum products have n o t  been able t o  pay t h e i r  taxes 
regu la r l y ,  i n  p a r t i c u l a r  those owing t o  the  Nat ional  Roads O f f i c e  
( O f f i c e  des Routes), due t o  t h e i r  own f i n a n c i a l  d i f f i c u l t i e s .  

Many f a c t o r s  i nc lud ing  obstacles a t  the  i n s t i t u t i o n a l  l e v e l ,  
inadequate p rov i s ion  f o r  d i s t r i b u t i o n  costs  i n  ' the petroleum 
p r i c i n g  s t ruc tu re ,  the chronic shortage o f  hard currency, and the 
mounting ar rears  f o r  the  government's consumption have cont r ibu ted  
t o  t h i s  s i t u a t i o n .  

Fol lowing a request by the  Consei 1 Exucu t i f ,  U S A I D  i s  prepared 
t o  support the f u e l  sector and se t  up a $30 m i l l i o n  fo re ign  
exchange assistance program t o  f inance petroleum product imports. 
The corresponding l o c a l  currency generated by these imports would 
be earmarked f o r  investment i n  the road sector .  

The o b j e c t i v e  o f  t h i s  repo r t  i s  t o  prepare an ana lys is  o f  the 
f u e l  sector and present a se t  o f  recommendations on which t o  base 
the USAID program. 



2. S U D D ~ Y  and d i s t r i b u t i o n  system 

2 .1  The i n f r a s t r u c t u r e  

The e x i s t i n g  i n f r a s t r u c t u r e  does n o t  permit  a regu la r  
d i  s t r i - b u t i ~ c f  pe t r~ 'Feumprcdu@ts  t k r w g h o u t  t h e ~ w n t r y  . Seme 
f a c i l i t i e s  are run down and poor ly  maintained. A s i n g l e  la rge  
investment o f  $30 m i l l i o n  f o r  repa i r s  t o  the  two Matadi-Kinshasa 
p i p e l i n e s  i n  1984-1987 has been made dur ing the  l a s t  f i f t e e n  years. 

2.2 The p a r t i c i p a n t s  

U n t i l  1989 the d i s t r i b u t i o n  o f  f u e l  i n  Zai re  was c a r r i e d  ou t  
by fou r  companies: the. government-owned PETROZAIRE and th ree  
mixed-capi t a l  ownership f i  rms (40% s ta te ,  60% p r i v a t e )  : FINA, 
MOBIL, and SHELL. The 1 i b e r a l  i z i n g  o f  the d i s t r i b u t i o n  sector has 
opened up the i n t e r n a l  market t o  other  p a r t i c i p a n t s :  

- j o i n t  ventures between PETROZAIRE and the corporat ions ELF 
-AQUITAINE f o r  the western and southern markets and A G I P  f o r  
the eastern region. PETROZAIRE has become a hold ing company 
which w i l l  manage the government's p a r t i c i p a t i o n  i n  the 
d i s t r i b u t i o n  companies. 

* 

- the c rea t i on  o f  small p r i v a t e  Z a i r i a n  companies: Z A I R E  OIL, 
LUBINJI, YOSHAD, MADOVA. The commercial a c t i v i t i e s  o f  these 
companies are l i m i t e d  t o  the SHABA reg ion i n  southern Zai re  
where they serve the l a rge  state-owned company (GECAMINES). 

F i n a l l y  there are a number o f  small  r e t a i l e r s  who buy 
petroleum products i n  200 l i t e r  drums from the d i s t r i b u t i o n  
companies (minimum purchase 5 drums per t ransac t i on ) .  These small 
r e t a i l e r s  mainly supply the areas i n . t h e  i n t e r i o r  o f  the country 
n o t  covered by the d i s t r i b u t i o n  f i rms .  

2.3 Organizat ion o f  imports 

Unti.1 1985 PETROZAIRE had a monopoly on the import ing o f  
petroleum products; d i s t r i b u t i o n  companies were only  involved i n  
marketing a c t i v i t i e s .  I n  June 1985, the Conseil Execut i f  decided 
t o  l i b e r a l i z e  t h i s  sector by a l l ow ing  d i s t r i b u t i o n  companies t o  
import r e f i n e d  products f o r  themselves. However, given the 
r i g i d i t y  o f  t he  market, the f i n a n c i a l  problems o f  the d i s t r i b u t i o n  
companies and the need t o  import  i n  bu lk ,  imports are pooled. The 
Cornit4 d'achat was thus created as a coord inat ing body f o r  
importers. I t  i s  responsible f o r  p u t t i n g  ou t  c a l l s  f o r  tender, 
choosing supp l ie rs ,  negot ia t ing  p r i ces ,  i nsu r ing  purchase planning, 
and overseeing supply contracts.  



I n  p rac t i ce ,  PETROZAIRE, which holds the p o s i t i o n  o f  secretary  on 
the committee s ince May 1988, i s  i n  charge o f  petroleum products 
suppl ies throughout the  country. D i s t r i b u t i o n  companies on ly  p lay 
an advisory r o l e  which considerably l i m i t s  t h e i r  choices. 

I n  actual  f a c t ,  the Comit6 d 'achat does no t  ensure the easing o f  
import  r e s t r i c t i o n s  as touted by. the a u t h o r i t i e s  nor does i t  favor  
compet i t ion between the d i s t r i b u t o r s  by a1 lowing them t o  choose 
t h e i  r suppl i e r s .  

-- - 3, - Qi! a m s u m t i o n  i n  Za i re  

3 . 1  Fuel 

Petroleum products make up a small p a r t  o f  the coun t ry ' s  
energy requirements, accounting f o r  on ly  7% o f  t o t a l  consumption. 
I f  only  commercial energy consumption (charcoal ,  f u e l ,  and 
e l e c t r i c i t y )  i s  taken i n t o  considerat ion,  f u e l  represents 57%, 
equiva lent  t o  30 kg o f  o i l  per person per year. This i s  very low 
compared t o  other  sub-saharan Af r i can  count r ies  where the average 
i s  140 kg OE. The s i t u a t i o n  i s  a l l  t he  more d i s t u r b i n g  because 
Za i re 's  o i l  consumption has remained almost s t a t i c  a t  700,000 tons 
over the l a s t  t en  years. This i s  due t o  several f ac to rs :  

C 

- low l e v e l  o f  i n d u s t r i a l  development 
- shortage o f  hard currency t o  buy imported products 
- lack  o f  an adequate t ranspor ta t i on  i n f r a s t r u c t u r e  
- a f reeze on o i l  p r i ces  

3 .2  Consumption o f  products by region 

Consumption var ies  considerably from region t o  reg ion.  
Together, Kinshasa and Bas-Zai r e  account f o r  65.5% o f  the country 's  
t o t a l  consumption wh i le  the southern (SHABA) and eastern ( K I V U )  
regions account f o r  13.5 and 2% respec t ive ly .  To these reg ional  
d i s p a r i t i e s  i s  a lso  added a marked d i f f e rence  i n  the type o f  
product consumed. 

Gasol ine,  kerosene, and f u e l  o i  1 make up 18 .5%,  25%, and 6% 
respec t ive ly  o f  t o t a l  consumption. 

A n  examination o f  product consumption by region reveals t h a t  
the d i f fe rences  are very marked i n  the  southern and eastern 
regions. I n  the south, t h i s  i s  due t o  the presence o f  the  s t a t e  
mining company (GECAMINES) 
o r  almost 70% o f  the t o t a l  

which consumes 80,000 m3 o f  d iese l  f u e l  
consumption i n  the  south. 



3.3 The p a r a l l e l  market 

I t  i s  extremely d i f f i c u l t  t o  est imate the s i z e  o f  the p a r a l l e l  
market. Two fac to rs ,  however, have been essent ia l  t o  the 
development o f  a  b lack market i n  the southern and eastern regions 
o f  Zaire:  

- the changes i n  o f f i c i a l  o i l  p r i ces  

- the  shortage o f  suppl ies.  

The f i r s t  o f t e n  leads t o  the  second which has been the case 
i n  recent years. The v a r i a t i o n  i n  the p r i c i n g  formula due t o  
changes i n  t a x a t i o n  has been the  major f a c t o r  i n  i n t e r r u p t i n g  
suppl ies i n  these regions. 

According t o  some estimates f o r  1989, the p a r a l l e l  market 
accounted f o r  50% o f  gasol ine and d iesel  sales and 80% o f  kerosene 
sales i n  the Kivu region. I n  the Shaba region, black market sa les 
represent about 10 t o  20% o f  t o t a l  consumption. 

4 .  S u o o l v  s t r u c t u r e  f o r  ~ e t r o l e u r n  ~ r o d u c t s  

Petroleum product suppl ies enter the country by three 
d i f f e r e n t  routes: ,. 

4.1 The west 

The western route which accounts f o r  85  t o  90% o f  the 
country 's  needs i s  suppl ied by l oca l  product ion from the SOZIR  
r e f i n e r y  (40%) and d i r e c t  imports (60%). 
A1 though the  r e f i n e r y  has a nominal r e f i n i n g  capaci ty  o f  750,000 
tons per year, the  output  a t ta ined  from t r e a t i n g  crude o i l  l i m i t s  
the  actual  capaci ty  o f  the f a c i l i t y  t o  300,000 tons. 
This  i s  enough t o  sa tura te  the  i n t e r n a l  f u e l  o i l  market wi thout  
producing surp lus f u e l  r e q u i r i n g  exportat ion.  

The remainder o f  supp l ies  enter ing the west (50%) are  d i r e c t  
imports from o ther  A f r i can  count r ies  ( I vo ry  Coast, Gabon, and the  
Congo) .' . 

4 .2  Southern and eastern regions 

The southern rou te  accounts f o r  7% o f  the count ry 's  needs and 
i s  suppl ied v i a  South A f r i c a  (Durban): 80% and Tanzania (Dar es 
Sal aam) : 20%. 

The eastern rou te ,  3% of the country 's needs, i s  suppl ied 
mainly v i a  Kenya (Na i rob i ) .  



4.3 Cost o f  imports 

Due t o  the high cost  o f  f r e i g h t ,  import costs  f o r  the eastern 

I and southern routes (approx. 350 $/m3) are double the  import costs 
f o r  the western route.  This doubling of costs can be explained by 
the  h igh cost  o f  t ranspor t :  120-145 $/m3 from Durban, 160 $/m3 from 

I Nai rob i ,  bu t  a lso  by the supp l i e r ' s  mark-up o f  40 t o  90 $/m3 
depending on the product. This mark-up, which i s  separate from the 
usual r e f i n e r y  margin, i s  re la ted  t o  the expor t  oppor tun i t i es  
ava i l ab le  t o  the supp l ie rs  bu t  may a lso  be the  r e s u l t  o f  

I overcharging by the importers. 

I 5. P r i c e  s t ruc tu re  f o r  oetroleurn oroducts 

5.1 Evolut ion o f  p r i ces  

Pr ices f o r  petroleum products i n  Zai re  have undergone two 
phases : 

A .  A p r i c e  freeze from 1974-1988. During t h i s  per iod  the  s e l l i n g  
p r i c e  t o  consumers d i d  no t  cover the actual  costs  i n  r e a l  
terms. Consequently, the  d i s t r i b u t i o n  companies gave 
precedence t o  supplying the western regions sf the country 
(Kinshasa, Bas Zai re)  wh i le  neglect ing the o u t l y i n g  regions 
(eas t  and south) where the h igh cost  o f  d i s t r i b u t i o n  was no t  
covered by the s e l l i n g  p r i c e .  As a r e s u l t ,  these regions 
su f fe red  an - i n te r rup t i on  i n  suppl ies and shortages. 

B. a  p r i c e  adjustment phase beginning i n  November 1988 which 
resu l ted  i n  two la rge  p r i c e  hikes,  the f i r s t  i n  November 1988 
(an average o f  +50%), the second i n  February 1989 (+loo% f o r  
p r i c e s  i n  the west and +300% f o r  p r ices  i n  the south and 
east 1. 
As o f  November 1988, the p r i c e  o f  petroleum products i s  
adjusted monthly according t o  the change i n  the  import  costs  
and the exchange r a t e  between the  Za i r ian  currency and the 
Ameri can do1 1 a r  . 

5 . 2  Comments on the  cur ren t  p r i c i n g  system 

The cur ren t  p r i c e - f i x i n g  system has been working r e l a t i v e l y  
we l l  s ince November 1988. However, several f a c t o r s  should be 
noted: 

- the  p r i c i n g  system i s  cont ro l led .  
The Conseil Execut i f  reserves the r i g h t  t o  re fuse p r i c e  
adjustments f o r  p o l i t i c a l  o r  non-economic reasons. 



- the system does n o t  promote open compet i t ion;  uniform 
p r i c e s  are s e t  f o r  consumers. Consequently, d i s t r i b u t i o n  
companies are n o t  encouraged t o  increase p r o d u c t i v i t y  w i t h i n  
the sec tor .  

- Sunk costs  should be recovered and n o t  t h e  economic costs 
through a r a t i o n a l i z a t i o n . o f  the sector .  I n  t h i s  way the 
system undergoes a s tandard izat ion o f  p r i c e s  according t o  
reg ion (cross subsidy).  

6 The   rice maxima system f o r  ~ e t r o l e u m  ~ r o d u c t 5  

6 .1  The p r i n c i p l e s  o f  t he  system 

To overcome the inadequacies of t he  cu r ren t  p r i c e  s t ruc tu re ,  
t he  Conseil Execut i f  has proposed a new p r i c i n g  system based on 
the  f o l l o w i n g  p r i n c i p l e s :  

- the  p r i c e  o f  r e f i n e d  products w i l l  be determined simply and 
o b j e c t i v e l y ,  t ak ing  i n t o  account the ac tua l  costs. Th is  
inc ludes the  cos t  o f  imported raw mate r ia l s  ca lcu lated w i t h  
import  costs  ( C I F  i n te rna t i ona l  p o r t  p r i c e ) ,  the actual  
d i s t r i b u t i o n  costs  adjusted t o  i n f l a t i o n  and the 
Za i re /do l l a r  exchange ra te .  

- t h i s  i s  the  p r i c e  maxima ( o r  c e i l i n g  p r i c e )  which 
d i s t r i b u t i o n  companies are author ized t o  charge. A1 1 
companies can o f f e r  rebates t o  t h e i r  c l i e n t s  i n  the s p i r i t  
o f  compet i t ion.  

- there w i l l  be no more s tandard izat ion o f  p r i ces  i n  advance 
by the Consei 1 Execut i f  . Pr ices  are adjusted monthly. 
Nevertheless, t he  government reserves t h e  r i g h t  t o  
r e t r o a c t i v e l y  con t ro l  the companies' p r o f i t  margin. 

6 .2  Expected r e s u l t s  o f  the  system 

The p r i c e  maxima system i s a  campr~cnise between a m . p ' l e t e  
f r e e i n g  o f  p r i c e s  and the  cur ren t  system. It i s  nonetheless a 
dec is ive  step towards 1 i b e r a l i z i n g  Za i re 's  o i l  p r i ces  i n  t h a t  i t  
addresses the  problem o f  implementing a long-term recovery process 
f o r  the d i s t r i b u t i o n  sector on the  one hand and o f  supplying the  
in te rna l  market ".-An... 

UI~U=,  -the most favorable cos t  and q u a l i t y  
condi t ions f o r  the  country on the other .  

The p r i c e  maxima system should have the f o l l o w i n g  p o s i t i v e  
e f f e c t s :  r e b u i l d i n g  o f  the  companies' f i n a n c i a l  s i t u a t i o n ,  



r e v i t a l i z i n g  sales i n  the i n t e r i o r  o f  the country, rebu i l d ing  o f  
15-45 day working stocks,  shr ink ing  o f  the p a r a l l e l  market, 
increased competit ion. 

However, the expected p o s i t i v e  r e s u l t s  o f  the p r i c e  maxima 
system could be impeded over the shor t  term by c e r t a i n  fac to rs ,  
p a r t ' i c u l a r l y  by the presence o f  c a r t e l s  w i t h i n  the sector ,  t h e  
necessary f i n a n c i a l  adjustments o f  the o i l  companies who su f fe red  
subs tan t ia l  losses dur ing the per iod when p r i ces  were f rozen, the  
chronic fo re ign  exchange shortage, and the h igh  cost  o f  t ranspor t .  

7.1 Ca lcu la t ion  o f  the  tax  basis 

U n t i l  the end o f  1989 petroleum taxes were ca lcu lated on the 
basi s o f  the average p r  i ce o f  i mported- prDd~uctsr and f nchded  an 
import  duty o f  15%, an excise tax  o f  15%, and a  t ranspor ta t i on  
surtax o f  15-55% depending on the  product. 

This method o f  c a l c u l a t i n g  p r i ces  had two major drawbacks: 

- i t  ampl i f ied  i n te rna t i ona l  p r i c e  v a r i a t i o n s  and pro jec ted  
them onto i n t e r n a l  p r ices ;  

- tax  revenues var ied  according t o  i n te rna t i ona l  market 
p r i c e  f l uc tua t i ons .  

To e l im ina te  these drawbacks, the I M F  recommended i s o l a t i n g  
the c a l c u l a t i o n  o f  the  tax  basis from the  i n te rna t i ona l  market. 
Since February 1990, the tax basis i s  ca lcu la ted  on the market 
p r i c e  l i s t  i n  $/ton. 

7 .2  Terms o f  payment f o r  taxes 

Since February 1989, the  O f f i c e  des Douanes e t  Accises ( O F I D A )  
i s  responsible f o r  c o l l e c t i n g  a l l  petroleum taxes f o r  the Tresor 
Publique and the t ranspor ta t i on  agencies. 

An agreement between the tax  o f f i c e  and the o i l  i ndus t r y  
s t a t e s ' t h a t  taxes must be paid w i t h i n  90 days a f t e r  the produc t ' s  
date o f  en t ry .  This per iod  w i l l  be shortened t o  60 days on A p r i l  
1 ,  1990. 

The Conseil Execut i f  undertakes t o  pay f o r  government 
consumption w i t h i n  90 days o f  the  b i l l i n g  date. However, t h i s  
commitment has no t  been honored and ar rears  have been accumulating 
as a  r e s u l t  o f  the government's delay i n  paying. 

Upon rece ip t  o f  the  taxes from the companies, O F I O A  conveys 
the taxes t o  the var ious bene f i c ia r i es  w i t h i n  15 t o  30 days 



according t o  the f o l l o w i n g  scale: 

- Pub l ic  t reasury:  44% - Department o f  Roads: 43% 
- others 13% 

f o r  t h  8 .  pecommendations e  molem men tat ion o f  PAAD 

The fuel-energy sec tor ' s  reform program has t w o o b j e c t i v e s :  

- t o  supply the  i n t e r n a l  market a t  the lowest poss ib le  cost  
t o  the country as a whole. 

- t o  e f f e c t  t he  payment o f  t he  pa ra f i sca l  petroleum taxes t o  
the t ranspor ta t i on  agencies responsible f o r  the management 
and maintenance o f  t he  t ranspor ta t i on  i n f r a s t r u c t u r e .  

I n  order t o  meet these ob jec t ives ,  several  steps must be taken 
t o  e l im ina te  the obstacles t h a t  remain throughout the d i s t r i b u t i o n  
sector on the one hand and t o  insure t h a t  t h e  t ranspor ta t i on  
agencies receive t h e i r  t a x  revenues on the o ther .  

Consequently, the  USAID program f o r  f inanc ing the impor t ing 
o f  petroleum products should on ly  be implemented a f t e r  c e r t a i n  
condi t ions i n  the f u e l  and p a r t i c u l a r l y  the  t ranspor ta t i on  sector 
have been met. 

These p re requ is i t es  can be grouped i n t o  *major and minor 
categor ies.  The major cond i t ions  are essent ia l  i f  the ob jec t ives  
se t  o u t  by USAIO are t o  be met. The minor cond i t ions ,  on the other  
hand, w i l l  no t  jeopardize the  p r o j e c t  i f  they remain u n f i l l e d .  

8.1 Prerequ is i tes  f o r  the f u e l  sector 

8.1 . 1  Major condi t ions 

A.  L i b e r a l i z a t i o n  o f  petroleum product p r i ces .  

The implementation o f  t h e  maxima p r i c e  system i s  
essent ia l  t o  r e b u i l d i n g  the  d i s t r i b u t i o n  sector  and 
.const i tu tes an intermediate step towards f r e e i n g  product 
p r ices .  P r i o r i t i e s  include: 

- ensuring t h a t  t h e  maxima p r i c e  system i s  p u t  i n t o  place t o  
avoid the p r i o r  s tandard iz ing o f  p r i c e s  by the  Conseil 
Executi f 

- es tab l i sh ing  a t imetab le  f o r  the l i b e r a l i z a t i o n  o f  p r i ces  

I t  should be noted, however, t h a t  the p r i c e  maxima system can 
be subs t i t u ted  f o r  a  completely l i b e r a l i z e d  system over the 
medium term inso fa r  as i t  takes i n t o  account the actual  costs 
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o f  impor tat ion and d i s t r i b u t i o n ,  these costs being adjusted 
annual ly i n  $ / ton according t o  the US consumer p r i c e  index. 

B. L i f t i n g  o f  import r e s t r i c t i o n s  on petroleum products 

I n  order  t o  ensure t h a t  the s e l l  i n g  and f inanc ing  o f  imported 
products a're c a r r i e d  out  under optimal cond i t ions ,  competi t i v e  
b ids should be opened up t~ a l l  suppler members o f  the  World 
Bank and no t  l i m i t e d ,  as they are now, t o  members o f  the  
Communaut6 Economique des Eta ts  de 1 'Af r ique Centrale. 

C.  Operation o f  the Comit4 d'achat 

The Comit6 d'achat must be independent o f  the government 
-owned PETROZAIRE. To t h i s  end: 

.- d i s t r i b u t i o n  companies must have a rea l  say i n  the  Comite 
d'achat. The dominant r o l e  o f  PETROZAIRE must be c u r t a i l e d  
so t h a t  other companies are placed on an equal f o o t i n g  w i t h  
the government-owned company. 

- the Comite d'achat must be the  so le  body responsible f o r  
re leas ing  i n te rna t i ona l  c a l l s  f o r  tender and f o r  s ign ing  
supp1.y contracts .  

8 .1 .2  Minor p rerequ is i tes  . 
A. L i b e r a l i z a t i o n  o f  the i n t e r n a l  market d i s t r i b u t i o n .  

Two steps could be taken b y  the a u t h o r i t i e s  i n  order t o  
ensure a be t te r  supply t o  the i n t e r i o r  o f  the country: 

- l e g a l i z i n g  the resale o f  products by small merchants, 
sub jec t  t o  c e r t a i n  regulat ions 

- reducing the  requi red minimum purchase o f  5 drums t o  
1 drum f o r  small merchants 

B. Operating procedures f o r  Zaire-Oleoduc 

' - D i s t r i b u t i o n  companies must be allowed t o  p a r t i c i p a t e  i n  
the  managing o f  the  proposed company Zai re-Oleoduc, whose r o l e  
w i l l  be t o  manage the  planned Muanda-Matadi p ipe l i ne .  

C. Sec tor ia l  s tud ies 

Zai re 's  f u e l  sector i s  poor ly  understood due t o  the  lack 
o f  s tud ies  o r  s e c t o r i a l  analyses. The fo l l ow ing  s tud ies  a r e  
recommended: 

- A study o f  d i s t r i b u t i o n  and t ranspor ta t i on  costs 



D i s t r i b u t i o n  and t ranspor ta t i on  costs  contained i n  the o i l  ' 
p r i c i n g  s t ruc tu re  are very h igh  compared w i t h  other A f r i can  
count r ies  and there i s  a  p o t e n t i a l  f o r  increased p r o d u c t i v i t y  
i n  t h i s  area. An indepth study o f  these costs  would reveal  
the ra levant  f ac to rs .  

- A study o f  f u e l  consumptjon 

No r e l i a b l e  s t a t i s t i c s  are c u r r e n t l y  ava i l ab le  on the 
consumption o f  petroleum products based on the  branch o f  
indus t ry  and the  region. Consequently, i t  i s  impossible t o  
make accurate p ro jec t i ons  o r  t o  measure the  e f f e c t s  o f  p r i c e  
f l u c t u a t i o n s  on s e c t o r i a l  demand on a reg ional  and na t i ona l  
l eve l .  Th is  l a s t  p o i n t  i s  espec ia l l y  important given the 
nominal change i n  p r ices .  

Such a study should, there fore ,  gather s t a t i s t i c s  according 
t o  the demand i n  s p e c i f i c  sectors  ( t ranspor ta t i on ,  indus t ry ,  
mining, energy) and according t o  region. 

8 . 2  Prerequ is i tes  f o r  the t ranspor ta t i on  sector  

8 . 2 . 1  Major condi t ions 

A. Honoring o f  the  terms of payment f o r  pa ra f i sca l  taxes. 

The s t r i c t  honoring o f  the terms o f  payment f o r  petroleum 
taxes by the d i s t r i b u t i o n  companies t o  OFIDA i s  imperat ive 
t o  the proper func t i on ing  o f  t he  t ranspor ta t i on  agencies. 
Therefore, taxes must be paid w i t h i n  60 days o f  the en t r y  
date o f  the product. These terms can only  be respected by 
d i s t r i b u t i o n  companies i f  consumption by t h e  government and 
paras ta ta l  companies i s  a lso  promptly paid,  w i t h i n  120 and 
90 days respec t ive ly  o f  the  da$e the  product was placed a t  
t h e i  r disposal . 

B. Remittance o f  taxes by OFIDA t o  the  t ranspor ta t i on  
- agencies 

O F I D A  must r e d i s t r i b u t e  the petroleum taxes t o  the 
t ranspor ta t i on  agencies w i t h i n  15 days of r e c e i p t  o f  payment 
from the  o i l  companies. 

C .  Payment procedures f o r  government consumption 

To avoid delays i n  payments f o r  government consumption, t h e  
Budget Department must s e t  up a specia l  budget procedure: 

- by i n s t i t u t i n g  a rap id  payment dispersernent system, 
on a monthly bas is  f o r  example 



- by g i v i n g  p r i o r i t y  t o  t h e  a l l o c a t i o n  of petroleum taxes t o  
t r a n s p o r t a t i o n  agencies i n  case o f  a d e f a u l t  by t he  
government on i t s  payments f o r  30 consecut ive days. 

8.2.2 Minor p r e r e q u i s i t e s  

A .  Establ ishment o f  new buying procedures 

Government consumption must be open t o  compet i t i ve  b i d s  i n  
order  t o  b e n e f i t  f rom opt imal  buying cond i t ions ,  i n  keeping 
w i t h  t h e  maxima p r i c e  system. 

0 .  Paying o f  a r rea rs  

The c u r r e n t  s i t u a t i o n  o f  a r rears  between the  government, t he  
p a r a s t a t a l  companies, and the p a r t i c i p a n t s  i n  t he  
d i s t r i b u t i o n  system must be resolved and a  t ime tab le  s e t  up 
f o r  t h e  paying o f  a r rears .  
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CHAPTER 1 

INTRODUCTION AND OBJECTIVES 

Zaire's economic reforms, undertaken with the support of its 
financial backers, are aimed at stimulating the country's economic 
growth. This growth is only possible particularly in agriculture, 
if an adequate infrastructure is in place. 

Since 1987, the National Roads Office (Office des Routas), the 
main body in charge of managing the country's road network, has 
dramatically curtailed the amount of maintenance and rehabilitation 
work carried out as a result of an acute financial crisis. 

The crisis situation was mainly caused by the difficulties in 
. collecting parafiscal taxes contained in the pricing structure of 

petroleum products, which make up 75% of the department's revenues. 

The fuel distribution companies who are responsible for 
collecting and remitting the surtax have had financial problems of 
their own over the last few years. These difficulties are the 
result of a malfunctioning of Zaire's distribution sector, 
characterized by obstacles at the institutional level, inadequate 
provision for distribution costs in the fuel pricing structure, 
arrears in payments for public and semi-public consumption, and 
the chronic shortage of hard currency. ,. 

Despite some measures undertaken by the authorities, a major 
restructuring of the energy-fuel sector in order to increase 
efficiency has not been forthcoming. 

Fo1 lowing a request by the Consei 1 Executif, U S A I D  is prepared 
to support the fuel-energy sector and set up a $30 million hard 
currency assistance program to finance petroleum product imports. 
The corresponding local currency generated these imports would be 
earmarked for road maintenance and rehabilitation as well as 
improving management of regional agencies i nvol ved in the transport 
sector. 



imp 
To meet t h i s  o b j e c t i v e  U S A I D  w i l l  examine t h e  

lement ing such a program. The o b j e c t i v e  o f  t h  
c o n d i t i o n s  f o r  

i s  r e p o r t  i s  t o  
prepare an ana l ys i s  o f  t h e  f u e l  sec to r  and p resen t  a s e t  of 
recommendations on which t o  base t h e  U S A I D  program. 

Th i s  study w i ' l l  examine t he  f u e l  sec to r  by concen t ra t i ng  on 
t he  f o l l o w i n g  elements: 

- t h e  supply and d i s t r i b u t i o n  system 
- consumption 
- t h e  supply s t r u c t u r e  
- the  p r i c i n g  system f o r  petro leum products 
- t a x a t i o n  



CHAPTER 2 

THE SUPPLY AND DISTRIBUTION SYSTEM FOR PETROLEUM PRODUCTS 

The d i s t r i b u t i o n  sec to r  has been i n  a  c r i s i s  s i t u a t i o n  f o r  
the  pas t  few years, charac te r i zed  by  a lack  o f  supp l i es  and by a  
shortage o f  petroleum products  i n  most regions,  p a r t i c u l a r 1  y i n  
the  southern (SHABA) and eas te rn  (KIVU) p a r t s  o f  the  count ry .  

Many f a c t o r s  i n c l u d i n g  t h e  inadequate i n f r a s t r u c t u r e ,  t he  lack  
o f  a  permanent working arrangements, and incomplete l e g i s l a t i o n  t o  
a l l ow  f o r  t h e  normal f u n c t i o n i n g  o f  t h i s  sec to r  have c o n t r i b u t e d  
t o  t h i s  s i t u a t i o n .  

Jn f  r a s t r u c t u r e  

The i n f r a s t r u c t u r e  f o r  Z a i r e ' s  f u e l  supply and d i s t r i b u t i o n  
system i s  composed o f  t he  f o l l o w i n g  major i n s t a l l a t i o n s :  

- unloading f a c i l i t i e s  f o r  tankers  i n  Matadi and Muanda; 

- the  SOZIR  r e f i n e r y  i n  Muanda w i t h  a nominal capac i t y  o f  
750,000 tons per year and a  s torage tank capac i ty  o f  
160,000 m3; 

- a  f l e e t  i n  t he  coas ta l  zone o f  the  Za i re  R iver  c o n s i s t i n g  
o f  3 push boats and 6  - 1800 m3 barges, which are used f o r  
unloading t he  tankers and t r a n s p o r t i n g  the  r e f i n e d  
products between Muanda and Matadi ;  

- t r a n s i t  depots i n  Matadi (76,000 m Z )  and Kinshasa (75,000 
m 3 ) ;  

- two s i x - i nch  p i p e l i n e s  f rom Matadi t o  Kinshasa w i t h  a  
nominal capac i ty  o f  1.4 m i l l i o n  m3 per year; 

- t h i r t y  o r  so reg iona l  depots t o t a l l i n g  90,000 m3, i n c l u d i n g  
I l e b o  23,000 m 3 ,  Kisangani 11,500 m 3 ,  Akat i  13,000 m3. 

- r i v e r ,  r a i l ,  and road t r a n s p o r t a t i o n  networks f o r  t h e  
i n t e r i o r  o f  the  count ry .  

The e x i s t i n g  i n f r a s t r u c t u r e  does n o t  a l low f o r  a regu la r  
d i s t r i b u t i o n  o f  petroleum products  throughout the count ry .  Some 
f a c i l i t i e s  are  run down and p o o r l y  maintained. A s i n g l e  l a r g e  
investment - r e p a i r i n g  t h e  two Matadi-Kinshasa p i p e l i n e s  i n  1984- 
1987 f o r  $30 m i l l i o n  - has been made i n  t he  l a s t  f i f t e e n  years. 



A 1987 study by t he  French research group TECHNIP s t a t e s  t h a t  
t he  e x i s t i n g  i n f r a s t r u c t u r e  must be expanded by: 

- cons t ruc t i ng  an o f f -shore  unloading f a c i l i t y  f o r  tankers. 
Tankers a re  c u r r e n t l y  unloaded by barges which takes an 
average o f  th ree  days. 

- p l a c i n g  a buoy o f f  Muanda 

- cons t ruc t i ng  an undersea p i p e l i n e  f rom Muanda t o  t he  S O Z I R  

s i t e  

- cons t ruc t i ng  a  125 k m  p i p e l i n e  from Muanda t o  Matadi 

Among these p r o j e c t s ,  the  most u r g e n t l y  needed as we l l  as t he  
most p r o f  i t a b l e  wou1.d be t he  Muanda-Matadi p i p e l  i ne  a t  an est imated 
cos t  o f  $22 m i l l i o n .  Th is  investment would reduce t r a n s p o r t a t i o n  
costs  by approximately $8 m i l l i o n  per year a t  present  ra tes  of 
t r a f f i c  by e l i m i n a t i n g  t he  tanker run between Muanda and Matadi.  

According t o  the  World Bank the  p r o j e c t  would be a  j o i n t  
venture between s t a t e  and p r i v a t e  companies, t h e  f i n a n c i n g  provided 
j o i n t l y  w i t h  the  I t a l i a n  government through a  Energy Sector 
Adjustment C r e d i t .  

2.2 D i s t r i b u t i o n  

2 .2 .1  J u r i s d i c t i o n  

The d i s t r i b u t i o n  o f  petroleum products f a l l s  main ly  under tha 
j u r i s d i c t i o n  o f  the  Nat iona l  Economy and I n d u s t r y  Department and 
the  Department o f  Mines and Energy, which prov ides a  l i n k  between 
the  a d m i n i s t r a t i o n  and the  o ther  p a r t i c i p a n t s .  Th is  a u t h o r i t y  
extends over :  

- suppl i es 

- product  p r i c e s  

The Department o f  Mines and Energy i s  more s p e c i f i c a l l y  invo lved 
w i t h :  

- s e c u r i t y  f o r  supp l ies  

- q u a l i t y  c o n t r o l  o f  t h e  products 

- organ iz ing  t he  d i s t r i b u t i o n  

The Nat iona l  Economy and Indus t r y  Department i s  t he  body which 
f i x e s  p r i c e s .  



2 . 2 . 2  The P a r t i c i p a n t s  

The d i s t r i b u t i o n  o f  petroleum products i n  Za i re  i s  c a r r i e d  ou t  
by two ca tegor ies  o f  p a r t i c i p a n t s :  d i s t r i b u t i o n  companies and the  
Z a i r i a n  company SEP which handles t he  t r a n s p o r t  o f  petroleum 
products f o r  t he  whole count ry .  

A .  The d i s t r i b u t i o n  companies 

Unt i  1 1989, petroleum products were d i s t r i b u t e d  by f o u r  
companies: 

- the crown corpora t ion  PETROZAIRE which was created i n  
January 1978 

- three business corpora t ions  w i t h  mixed c a p i t a l  (40% s t a t e ,  
60% p r i v a t e ) :  FINA, MOBIL, and SHELL 

The market share o f  each company i n  1989 was as f o l l o w s :  FINA 40%, 
MOBIL 24 %, SHELL 21 % ,  PETROZAIRE 15%. These f i g u r e s  w i l l  change 
considerably over t he  nex t  few years due t o  t he  1989 opening up o f  
t he  d i s t r i b u t i o n  market t o  o ther  p a r t i c i p a n t s :  

- two j o i n t  ventures, the  PETROZAIRE co rpo ra t i on  w i t h  t he  
i n t e r n a t i o n a l  co rpora t ions  ELF-AQUITAINE f o r  t he  western and 
southern markets and w i t h  AGIP f o r  t he  eas te rn  markets. 
PETROZAIRE has become a ho ld ing  company which d i l l  manage the  
government's share i n  the  d i s t r i b u t i o n  companies; 

- small p r i v a t e  Z a i r i a n  companies: Z A I R E  OIL, LUBINJI, YOSHAD, 

MADOVA. The commercial a c t i v i t i e s  o f  these companies are 
l i m i t e d  t o  t he  SHABA reg ion  i n  southern Za i re  where they 
mainly work f o r  t he  l a rge  government co rpo ra t i on  (GECAMINES) ;  

- there are a number o f  smal l  r e t a i l e r s  who buy p roduc ts in  200 

1 i t r e  drums from the  l a rge  companies. Current  r egu la t i ons  
s t i p u l a t e  t h a t  these r e t a i l e r s  must buy a minimum o f  5 drums 
per t ransac t ion .  These small  r e t a i l e r s  main ly  supply t he  
market i n  t he  i n t e r i o r  o f  the  country which i s  n o t  covered by 
the d i s t r i b u t i o n  companies. 

B .  Transport-Storage 

Zaire-SEP, a mixed company which i s  4 2 . 6  % s t a t e  owned and 
57.4% p r i v a t e l y  owned by i n t e r n a t i o n a l  co rpora t ions :  PETROFINA 
( 3 6 . 6 % ) ,  MOBIL ( 7 . 8 % ) ,  and SHELL (13%), enjoys a monopoly o f  
the storage,  t r anspo r t ,  and d i s t r i b u t i o n  o f  petro leum products 
throughout the  count ry  f o r  t h e  d i s t r i b u t i o n  companies; 



The S t a t e  e f f e c t i v e l y  c o n t r o l s  the  corpora t ion  s ince  i t  
prov ides  4 ou t  o f  the  10 admin i s t ra to rs  ( i n c l u d i n g  the  
Pres iden t  du c o n s e i l ) .  Furthermore, t he  company s t a t u t e s  
s t i p u l a t e  t h a t  no dec i s i on  can be made i f  two admin i s t ra to rs  
vo te  aga ins t  t he  proposal.  

PETROFINA p lays  a dominant r o l e  i n  the  cu r ren t  management o f  
t he  company because o f  t h e  t echn i ca l  assistance i t  prov ides 
t o  Zaire-SEP. 

2 .3  Organ iza t ion  o f  i m ~ o r t s  

U n t i l  1985 PETROZAIRE had a monopoly on the  impor t ing  o f  
petroleum products ;  d i s t r i b u t i o n  companies were on ly  invo lved  i n  
market ing a c t i v i t i e s .  I n  June 1985,  t he  Consei l  e x e c u t i f  decided 
t o  l i bera l  i z e  t h i s  sec to r  by a1 !owing d i s t r i b u t i o n  companies t o  
impor t  r e f i n e d  products f o r  themselves. 

Nevertheless,  g iven the  r i g i d i t y  o f  t he  market, t he  f i n a n c i a l  
problems o f  t he  d i s t r i b u t i o n  companies and the  need t o  impor t  i n  
bu l k  t o  reduce f r e i g h t  costs ,  imports are pooled. 

I n  t h i s  capac i t y  t h e  Comi t 6  d 'achat ,  c reated as a  coord ina t ing  
body f o r  impor te rs  and under t h e  auspices o f  t h e  Department o f  
Minas and Energy, puts  o u t  c a l l s  f o r  tender,  chooses supp l i e r s ,  
nego t ia tes  p r i c e s ,  ensures purchase p lann ing,  and* oversees t h e  
supply c o n t r a c t s .  Th is  procedure app l i es  on ly  t o  shipments 
en te r i ng  v i a  the  west v i a  Matadi;  these measures are n o t  app l i ed  
t o  imports i n  t he  east  o r  the south. Import  con t rac ts  i n  the  west 
are open t o  compet i t i ve  b ids  according t o  the p rov i s i ons  governing 
procurement con t rac t s .  Despi te t he  f a c t  t h a t  any f o r e i g n  company 
can submit a  b l d ,  t he re  i s  a c lause which s t a t e s  t h a t  i n t e r n a t i o n a l  
p a r t i c i p a t i o n  must be l i m i t e d  t o  companies from the  "Communaute 
Economique des E t a t s  de l Y A f r i q u e  Cent ra le"  (CEEAC)  U n o f f i c i a l  
t r a n s l a t i o n :  Economic Community o f  Cent ra l  A f r i can  States.  Th is  
p r o v i s i o n  does n o t  guarantee the  lowest  p r i c e d  supply o f  petroleum 
products and i s ,  moreover, con t ra ry  t o  I D A  r egu la t i ons .  

I n  p r a c t i c e  t he  government-owned company PETROZAIRE, which 
ho lds t h s  o f f i c e  o f  secre ta ry  s ince  May 1988 ( c i r c u l a r  May 23  
l 988 ) ,  i s . i n charge o f  p e t r o l  eum product  suppl i es throughout t h e  
count ry .  D i s t r i b u t i o n  companies on ly  p lay  an advisory r o l e  i n  
s t r i k i n g  deals  and i n  managing supply con t rac ts .  Thus, t he  
es tab l  ished p r a c t i c e s  o f  the Comite d 'achat  1  i m i  t the c h o i c ~ s  of 
t he  p a r t i c i p a n t s .  

I n  a c t u a l  f a c t ,  t he  Comi t 6  d 'achat  does n o t  promote t he  easing 
o f  impor t  r e s t r i c t i o n s  as tou ted  by t ha  a u t h o r i t i s s  r , - r  & - - -  't 
favor open c o r n p ~ t i t !  zr; b ~ t > ~ - - - - -  .. . . , rj4rtr*i b , , tnp -  -.. . - .  



-1-1.- - . , n f i - l .  - > - A  ? < . - v v - i  +-, . ~ t i s n  sector  ~f ~ a ~ r o l a u r n  prsducts  i s  
governed by an incomplete body o f  l e g i s l a t i o n  (lacl:  z f  ac cutline 
law f o r  imports and d i s t r i b u t i o n ) .  There i s  some confusion as t o  
which laws are i n  f o r ce .  Thus some p rov i s i ons  created by 
srdinances before 1985 were l a t e r  mod i f ied  by c i r c u l a r s  a t  t he  t ime 
when impor t  r e s t r i c t i o n s  were being eased. No ordinance was ever 
issued t o  con f i rm  the  changes. P a r t i c u l a r l y :  

- the  "Ordinance 81-004" o f  February 14, 1981 which s t i p u l a t e s  
t h a t  impor t ing  and expor t ing  o f  hydrocarbons and t h e i r  
d e r i v a t i v e s  are t he  monopoly o f  t h e  S ta te  and s h a l l  be 
c a r r i e d  ou t  by PETROZAIRE. Nonetheless, companies o r  persons 
may impor t  o r  expor t  c e r t a i n  products under the  c o n d i t i o n s  
s e t  o u t  i n  t he  s p e c i f i c a t i o n s  and w i t h  t he  a u t h o r i z a t i o n  o f  
PETROZAIRE. The gouverneur o f  t h e  Banque du Za i re  re leased 
a  c i r c u l a r  on June 5 1985 announcing t h a t  i n  accordance w i t h  
t h e  dec i s i on  o f  t he  Executive Counc i l ,  o i l  companies cou ld  
now impor t  w i thou t  the p r i o r  a u t h o r i z a t i o n  o f  PETROZAIRE. 

- the  "Ordinance 84-145" o f  Ju l y  2 1984 sur render ing t h e  S t a t e ' s  
p a r t i c i p a t i o n  i n  petroleum d i s t r i b u t i o n  companies t o  
PETROZAIRE which was i n v a l i d a t e d  by a  l e t t e r  (no.  
134/cab/MINES) on August 19, 1985. 

Appendix 1  g ives the main l ega l  t e x t s  cbncerning t he  
d i s t r i b u t i o n  sec to r .  

I n  order t o  compensate f o r  inadequacies and t o  c o r r e c t  t he  
anomal i e s  i n  the  supply and d i s t r i b u t i o n  system o f  petro leum 
products,  a study o f  the opera t ing  procedures and o f  t h e  
i n s t i t u t i o n a l  s t r u c t u r e  o f  t he  sector  c a r r i e d  o u t  by the  research 
group TRANSENERG i n  March 1988 which made the  f o l l o w i n g  proposals :  

1 .  impor t ing ,  marketing, and d i s t r i b u t i n g  o f  petroleum products  
should o n l y  be undertaken w i t h  the  a u t h o r i z a t i o n  o f  t he  
Consei l  Execu t i f  f o r  a renewable p e r i o d  o f  5 years. The 
t e r r i t o r y  should be spec i f i ed .  

2 .  t he  p r i c e  maxima w i l l  be s e t  according t o  t he  r u l e s  s e t  up by 
t h e ' a d m i n i s t r a t i o n ,  changes i n  i n t e r n a t i o n a l  p r i c e s ,  and i n  
t he  c o s t  o f  d i s t r i b u t i o n .  D i s t r i b u t i o n  companies can g i ve  
rebates on t he  p r i c e  maxima i n  t he  s p i r i t  o f  compet i t ion.  

These two proposals form the  bas is  o f  t h e  reforms prepared by t h e  
Consei l  E x e c u t i f  w i t h  t he  aim o f  improving t he  d i s t r i b u t i o n  sec to r  
i n  Za i re .  



CHAPTER 3 

PETROLEUM PRODUCT CONSUMPTION 

3.1 p o s i t i o n  of fue l  i n  enernv consum~t ion  

To ta l  energy consumption i n  Za i re  i s  10.4  m i l l i o n  tons o i l  
equ i va len t  which represents an annual per c a p i t a  consumption o f  300 
kg OE. Fuelwood i s  t h e  p r i n c i p l e  form o f  energy used by households 
and prov ides 87 .5% of t h e  coun t ry ' s  t o t a l  energy supp l ies .  
Petroleum products account f o r  on ly  7% and e l e c t r i c i t y  f o r  4.5% 
(see t a b l e  3.1 ) .  

I f  on l y  commercial energy consumption (charcoa l ,  hydrocarbons, and 
e l e c t r i c i t y )  i s  taken i n t o  cons idera t ion ,  hydrocarbons represent  
57% o f  t he  t o t a l  o r  30 kg OE per person per year.  Th is  i s  very 
low compared t o  o the r  sub-saharan A f r i c a n  coun t r i es  where the  
average i s  approximately 140 kg OE. 

The low l s v e l  o f  o i l  consumption i n  Za i re  i s  main ly  a  r e f l e c t i o n  
o f  the low l e v e l  of development o f  commercial a c t i v i t i e s  ~ r h i c h  
r e q u i r e  petroleum products  such as t r a n s p o r t a t i o n ,  i n d u s t r y ,  and 
mechanized a g r i c u l t u r e .  

. 
Table 3.1 : TOTAL ENERGY CONSUMPTION 

( i n  thousands o f  TOE) 

Petroleum Products 796 704 730 825 733 7.1% 

Coa 1 169 104 72 90 89 0 .9% 

E l e c t r i c i t y  - 405 - 422 - 437 - 457 - 466 4 .5% 

To ta l  Commercial 1370 1230 1239 1372 1288 12.5% 

Wood Fue7 8400 8331 8581 8838 9103 87.5% 

To ta l  Energy 9770 9561 9820 10210 10391 100.0% 

Source: Departement de lYEconomie Nat iona le .  



The s i t u a t i o n  i s  a l l  t he  more d i s t u r b i n g  because Z a i r e ' s  petroleum 
product  consumption has remai ned almost s t a t i c  a t  700,000 tons  over 
t h e  l a s t  t e n  years. Th is  i s  main ly  due t o  the  f o l l o w i n g  f a c t o r s :  

- f o r e i g n  exchange shortages t o  buy imported products 

- inadequate t r a n s p r o t a t i o n  . i n f r a s t r u c t u r e  

- a  f reeze on r e t a i l  p r i c e s  f o r  petroleum products 

. Consumption va r i es  cons iderab ly  from reg ion  t o  reg ion.  Together, 
t he  KINSHASA and BAS-ZAIRE reg ions account f o r  65.5% o f  t h e  
coun t r y ' s  t o t a l  consumption wh i l e  t he  southern ( S H A B A )  and eas te rn  
( K I V U )  regions account f o r  1 3 . 5  and 2% respec t i ve l y .  (See t a b l e s  
3.2.a and 3.2.b). 

To these reg iona l  d i s p a r i t i e s  i s  a l s o  added a  marked d i f f e r e n c e  i n  
t he  type o f  product  consumed. 

The demand f o r  o i  1  products centers  mainly on dies21 f u e l  which 
rapresents 50% o f  t o t a l  consumption. Gasol ine, kerdsene, and f u e l  
o i l  make up 18.5%,  25%, and 6% respec t i ve l y .  

Th is  s i t u a t i o n  i s  due t o  t he  f a c t  t h a t  d i ese l  i s  used i n  bo th  the  
t r a n s p o r t a t i o n  sector  and the i ndus t r y  and mining sec to rs ,  
p a r t i c u l a r l y  f o r  s t a t i o n a r y  motors. 

A n  examination o f  product  consumption by reg ion  revea ls  markad 
d i f f e rences  i n  the southern and eastern regions.  I n  t he  south,  
t h i s  i s  due mainly t o  t he  presence o f  the  s t a t e  mining company 
(GECAMINES') which consumes 80,000 m3 o f  d i ese l  f u e l  o r  70% o f  t he  
t o t a l  consum~t ion  i n  t he  south. 



10. 

TABLE 3.2.a FUEL CONSWTION BY REGIONS, 1986 - 1989 (cubic meters) 

'a KINSHASA BAS-ZAIRE BANDUNDU HAUT-ZAIRE KIVU KASAI SHABA TOTAL 
EQUATEUR 

1986 448650 105455 50661 40959 26765 63858 132088 868436 

1987 444361 108553 48461 354 13 29796 25074 121590 81.3248 

1988 510230 121999 49155 . 28743 34890 68679 116518 930214 

1989 490271 110094 47403 32794 17597 71297 121956 891412 

Sources : 86-87 Conjoncture Economique 
88-89 Marketing Companies. 

Table 3.2.b : PETROLEUP1 BY PRODUCTS C O N S W T I O N  BY REGION: 1989 

(thousand m3) 

Gasoline Kerosene Je t  Fuel Diesel Fuel O i l  Avgas Total 

Kinshasa 123,l 20,3 169,9 167,7 l 4 , 3  3,8 490,3 

Bas-Zaire 10,4 5,7 - 47 &,9  - 110,l 

Bandundu 
Equa teur 6 ,o  4 , o  1 ,5  34,7 - - 47,4 

. (others 9.8 1 , l  4.3 22.1 - - 37,4 3 )  

Total 166,9 36,1 187,l 466 51,2 3,8 891,3 

Percent 18,5 4 21 50 6 0 ,5  100 

Source : ZAIRE SEP, Marketing Companies 

N .  8. The totals  are  not quite accurate because they are rounded o f f .  

%b 



SHARE OF PETROLEUM PRODUCTS I N  THE SOUTH AND EAST 

n a t i o n a l  average SHABA average K I V U  average 

Gas01 i ne  18 .5% 8.5% 29.0% 

Diese l  50.0% 87.0% 58 .0% 

Fuel O i l  6.0% - - 

Avgas 0 .5% - - 

3.3 P a r a l l e l  market es t imates 

I t  i s  extremely d i f f i c u l t  t o  es t imate t h e  s i z e  o f  t h e  p a r a l l e l  
market because o f  t h e  many f a c t o r s  which have l e d  t o  i t s  c r e a t i o n .  
Two f a c t o r s ,  however, have been essen t i a l  t o  t h e  development o f  a  
b lack market i n  Z a i r e ' s  eastern  and southern reg ions:  t h e  changes 
i n  o f f i c i a l  p r i c e s  f o r  r e f i n e d  products  and t h e  shortage o f  
supp l ies .  The f i r s t  o f t e n  leads t o  t h e  second which has been t he  
case i n  recen t  years. Va r i a t i ons  i n  t h e  p r i c i n g  s t r u c t u r e  due t o  
changes i n  t a x a t i o n  have been one o f  t h e  major f a c t o r s  i n  
i n t e r r u p t i n g  supp l ies  i n  t he  southern and eas te rn  reg ions.  

T o  compensate f o r  d i f f e r e n c e s  i n  impor t  cos ts  from one area o f  t he  
count ry  t o  another ,  a  un i fo rm s e l l  i n g  p r i c e  was in t roduced by means 
o f  a ndgat ive  t ax  on p r i c e s  i n  t he  eas t  and t he  south.  These 
subsid ized products  were consequently reexpor ted t o  the  ne ighbor ing 
coun t r i es  (Burundi ,  Rwanda) exacerbat ing t h e  shortage. 

Tax r e v i s i o n s  i n  1988, on t he  o ther  hand, l e d  t o  a  sharp r i s e  i n  
p r i c e s  and encouraged para1 l e l  market sa les  o f  lower p r i c e d ,  
i l l e g a l l y  imported products .  

F i n a l l y ,  t h e  s teep p r i c e  increases s ince  November 1988 have 
accentuated t h i s  phenomenon, p a r t i c u l a r l y  i n  t h e  east .  The p r i c e  
h i kes  have d e s t a b i l i z e d  sa les  which almost co l lapsed  du r i ng  1989.  
D iese l  and gaso l ine  sa les  have f a l l e n  by  h a l f  and kerosene sa les  
by a  f a c t o r  o f  7 as shown i n  t he  f o l l o w i n g  t a b l e :  



Evo lu t i on  o f  sa les  i n  t h e  eas te rn  ( K I V U )  r eg ion  
( m 3 )  

Year Gasol i n e  Kerosene D iese l  

An ana l ys i s  o f  t h e  sa les  f i g u r e s  f o r  petro leum products  i n  
t h e  eas t  revea ls  a  sharp d e c l i n e  i n  monthly sa las  a f t e r  June 1989 
(See t a b l e  3 .3) ,  p a r t i c u l a r l y  f o r  kerosene. O f  no te  i s  t he  f a c t  
t h a t  t h e  r e t a i l  p r i c e  f o r  kerosene i n  Rwanda i s  lower than i t  i s  
i n  Bukavu (see t a b l e  3.4).  

According t o  the  o i l  i n d u s t r y ,  t h e  d e c l i n e  i n  sa les  i n  1989 
compared t o  1988 were taken up e n t i r e l y  by t h a  p a r a l l e l  market, 
b o l s t e r i n g  i t s  share o f  sa les  t o  50% f o r  gas01 i n e  and d i e s e l  and 
80% f o r  kerosene. 

Sales i n  t he  SHABA reg ion ,  however, have not f o i  lowed t h e  same 
t rend .  Sales f i g u r e s  f o r  1989 a t t a i n e d  1987 l e v e l s .  

Evo lu t i on  o f  s a l e s  i n  t h e  south  (SHABA) 
(m3) 

Year Gasol i n e  Kerosene D iese l  

Nevertheless,  a  p a r a l l e l  market does e x i s t  bu t  i t  i s  n o t  as 
l a r g e  as i n  t he  one i n  t h e  eas t  desp i t e  t h e  s u b s t a n t i a l l y  lower 
p r i c e s  on t h e  p a r a l l e l  market f o r  d i e s e l  and kerosene (see t a b l e  
3 . 5 ) .  Some est imates put sa les  a t  10-20% o f  r eg iona l  consumption. 



Given t h e  hypotheses t h a t  t h e  r e t a i l  p r i c e s  f o r  petro leum products  
a r e  t o  be ad jus ted according t o  t he  p a r a l l e l  market p r i c e s  i n  t he  
eas te rn  and southern reg ions,  taxes on d i e s e l  and kerosene would 
have t o  be zero o r  even nega t i ve  (subs idy )  depending on t he  
product .  

Table 3.3: Fuel  sa les  i n  t h e  east :  1989 
(m3) 

Gas01 i ne Kerosene 3 i e s e l  

January 

February 

March 

Ap r i  1 

May 

June 

J u l y  

August 

September 

October 

November 

December 

T o t a l  

Source: FINA-ZAIRE 



Table 3.4 : OFFICIAL PRICE AND BORDER PRICE : KIVU 

; Z / l i t d r j  

EAST Rwanda border 
iBukavu) 

Gasol ine 336 335 

Diesel 354 322,s 

Kerosene 335 268 

Table 3.5 : OFFICIAL AND BLACK M E T  PRICES : LUBlJMf3ASHI 
(Z/li te r )  

Official price Black blarkc-t p r i c k  
f rb .  1990 rt:b. 1990 

Gasol ine 371 

Dit3sel 36 1 

Kerosme 342 

Source : k r k e  t  i n g  Companies 



TABLE 3.6 : ADJUSTMENT OF OFFICIAL PRICES C W A R E D  WITH BLACK MARKET PRICES 

Southern Pr icc  

Of f i c i a l  Pr ice(2)  

Gasoline Kerosene N t ~ + ; t . l  

371 342 361 

Of f i c i a l  P r i ce  w/rebate (3) 333,9 307,8 324,9 

Black Market pr ice  360 225 250 

~i f f erence - 2 6 , l  82 ,8  74,9 

Fiscal  Tax 112,7 57,8 101,s  

. 
(1) Bukavu price 

(2) Lubunlbashi p r i ce  

(3) This price takes in to  account a 10 72 rebate: 
This rebate i s  the nmximum difference between the o f f i c i a l  and 
para l l e l  market p r i ces ,  below which it i s  no longer p ro f i t ab le  
t o  s e l l .  

Given the  expected nominal p r i ce  changes fo r  refined products (see  Chapter 5 )  
and the  continuing pr ice  difference between the o f f i c i a l  p r i ce  and the  
p a r a l l e l  market p r i ce ,  we bel ieve the  projected demand fo r  petroleum products 
w i l l  s t a b i l i z e  a t  1989 sa les  levels  on the  p a r a l l e l  market i n  the  south and 
the  e a s t .  



, 
3.4. pro. iect ions f o r  ~ e t r o l e u m  ~ r o d u c t  consurn~t ion:  1990-1995 

I t  i s  extremely d i f f i c u l t  t o  p r e d i c t  a  t rend  towards an 
increased demand f o r  petroleum products i n  Za i re  because o f  the 
many uncont ro l lab le  f a c t o r s  involved. 

3.4.1 Uncer ta in t ies  i n  demand p ro jec t i ons  
4 

Several unce r ta in t i es  remain such as: 

a )  the  meeting o f  macro-economic ob jec t i ves  i n  the  country:  

- expected growth r a t e  o f  the  GNP i n  volume: 3.5% per 
year (1990-1992) 

- drop i n  the i n f l a t i o n  ra te :  1989 : 75% 
1990 : 38% end o f  march 

20% year end 
1991 : 15% 

b)  the  a v a i l a b i l i t y  o f  f o r e i g n  exchange due t o :  

- a  decrease i n  Gecamines's copper product ion i n  1990- 

- the stalemate i n  negot ia t ions  between Za i re  and the 
World Bank on the  Energy Sector Adjustment Cred i t  
(Energy 1 )  which would a l low f o r  t he  f inanc ing  o f  
$75  m i l l i o n  worth o f  petroleum products. 

c )  the deregulat ion o f  p r i ces  and o f  the  d i s t r i b u t i o n  sec tor ,  

d l  t he  e f f e c t  o f  the expected p r i c e  increases on demand, 

e) the rebu i l d ing  o f  working stocks o f  d i s t r i b u t i o n  
companies, 

f )  changes i n  p u b l i c  consumption, 

g) ' the consumption o f  re f ined products on the  p a r a l l e l  
market, 

h)  the  improvement o f  t h e  t ranspor ta t i on  i n f r a s t r u c t u r e ,  

i )  t he  absence o f  r e l i a b l e ,  d e t a i l e d  s t a t i s t i c s .  Depending 
on the source ( supp l i e rs  o r  consumers), d i f f e rences  i n  
quoted volumes can run as h igh  as 20%. 

Var ia t ions  i n  the f i g u r e s  f o r  the  p r o j e c t i o n s  f o r  the next 5 
years demonstrate the d i f f i c u l t y  o f  making .p red ic t ions ,  a l l  the 



more so becaus& the under1 y i  ng assumptions are no t  always expl i c i  t. 
Scenarios f o r  the petroleum product demand can, however, be grouped 
i n t o  th ree  categor ies:  

o p t i m i s t i c  out look:  average annual increase i n  demand : 3%. 

- World Bank 

- O i  1  indus t ry  

pess imis t i c  out look:  average annual increase i n  demand: 
l e v e l  throughout the  per iod.  

- O i l  Indus t ry  

- Government m i n i s t r i e s :  O f f i c e  des Douanes; Dkpartement des 
Mines e t  de 1'Energie (on ly  f o r  1990 p ro jec t i ons )  

This scenar io presupposes t h a t  the cons t ra in t s  w i t h i n  the 
system w i l l  remain over the medium term. 

. . 

intermediate out look:  average annual increase i n  demand: 
1.5%. 

* Af r i can  Development Bank (Energy Sector Loan; A p r i l  
1988 ) .  L 

3.4.2 Demand p ro jec t i ons  f o r  1990-1995. 

The demand p ro jec t i ons  f o r  t h i s  study w i  11 be establ  ished 
using the fo l l ow ing  methodology: 

- the demand f o r  each product w i l l  be d iv ided,  as f a r  as 
poss ib le  i n t o  th ree .sec tors :  pub l i c ,  pa ras ta ta l ,  and 
p r i va te .  

- f o r  each sector  the fo l l ow ing  assumptions are made 
concerning consumption o f  s p e c i f i c  products: 

a )  p u b l i c  sector:  volume o f  gasol ine and j e t  f u e l  
consumed w i l l  remain s tab le  



I.. . ; 

b )  paras ta ta l  sector :  

- Gecamines: 15% reduct ion i n  d iese l  consumption 
i n  1990-1991 because o f  an an t i c ipa ted  drop 
i n  a c t i v i t y  dur ing t h i s  pe r iod  and a 
recouping i n  stages t o  1989 l e v e l s  over 4 
years. 

- Onatra: the  supp l ie r  SONATRAD has pro jected 3 3 , 5 0 0  
m3 i n  t h e i r  p lanning fo r  1990,  a drop o f  9% 
over 1989 and a  s t a b l e  consumption a t  t h i s  
l e v e l  f o r  1991-1995. 

- SNCZ: SONATRAD p r e d i c t s  a need f o r  29 ,000  m3 o f  
d iese l  f o r  1990 which represents a  reduct ion 
o f  10% over 1989.  Stable consumption a t  
t h i s  l e v e l  f o r  1991-1995. 

- others:  est imated annual r a t e  o f  increase i s  1.5%. 

c )  p r i v a t e  sector :  consumption p ro jec t i ons  by product 
are as fo l l ows :  

- Gasoline: 1990-1991: s t a b l e  a t  1989 volume l e v e l s .  
1992-1 995 : annual increase 1: 5% 

This hypothesis, which presupposes a  neu t ra l  
p r i c e  e f f e c t  on the  demand, may be o p t i m i s t i c  
given the present i n f l a t i o n  rate.  

- Diesel : increased consumption i n  r e l a t i o n  t o  the  1 .5% 
expected average growth i n  the t ranspor t  
sector .  

- Kerosene: s tab le  consumption a t  1989 l eve ls .  A l i k e l y  
increase i n  consumption w i  11 be o f f s e t  by the  
s u b s t i t u t i o n  o f  kerosene by e l e c t r i c i t y .  

- Fuel o i l :  annual decrease i n  consumption o f  2% 
throughout the  e n t i r e  per iod  because o f  the  
conversion by l a rge  companies (breweries, 
cement p lan ts )  from f u e l  o i l  t o  e l e c t r i c i t y .  



- Rebui ld ing o f  working stocks: 

Given the  low l e v e l  o f  working stocks o f  d i s t r i b u t i o n  f i r m s  
(average o f  15 days), the assumption i s  made t h a t  there  w i  11 
be a r e t u r n  t o  45-day working.stocks, which i s  equiva lent  
t o  the  average supply delay requi red f o r  a steady supply ing 
o f  t he  market. The b u i l d i n g  up o f  30 e x t r a  days o f  stock 
would probably be c a r r i e d  out i n  two stages: 15 days i n  1990 
and 15 days i n  1991. 

- S t ra teg i c  stocks: 

Proposi t ions f o r  the c rea t i on  o f  a s t r a t e g i c  s tockp i l e  have 
no t  been made on the  assumption t h a t  f o re ign  exchange w i l l  
be used t o  meet present needs as a p r i o r i t y .  

Taking these hypotheses i n t o  considerat ion,  two demand p ro jec t i ons  
are presented: t he  f i r s t  includes a r e b u i l d i n g  o f  working stocks, 
the second does no t  (see tab le  3 . 7 ,  t rans.  note: stocks = 
i nventor ies)  

3.4.3 Sales p ro jec t i ons  f o r  1990-1991 f o r  the southern and eastern 
regions 

I n  order t o  determine the volume o f  imports by pr'oduct f o r  t h e  
southern and eastern routes,  the  fo l l ow ing  i s  assumed; 

- Eastern region: A mainta in ing o f  sales volumes a t  1989 leve ls ,  
which a l so  presupposes t h a t  sales on the  
p a r a l l e l  market a l so  remain s tab le  a t  present 
l e v e l s .  This may seem o p t i m i s t i c  given the 
f a c t  t h a t  c e r t a i n  s e l l i n g  o u t l e t s  may close 
i f  new government i n i t i a t i v e s  are no t  taken. 

- Southern region: According t o  the o i l  indus t ry  a l a rge  demand 
p o t e n t i a l  e x i s t s  t h a t  i s  no t  cu r ren t l y  met by 
the  r e t a i  1 network, p a r t i c u l a r 1  y f o r  gasol ine.  
Therefore, i f  s u p p l y  condi t ions were improved 
( i . e .  a v a i l a b i l i t y  o f  hard currency), sales 
i n  t h i s  region should c l imb t o  1986 leve ls ,  
approximately 13,000 m3 o f  gasol i ne  and 6,100 
m3 o f  kerosene. Diesel sales should dec l ine  
f o l l o w i n g  a drop i n  consumption by Gecamines 
o f  -12,600 m3 and by SNCZ o f  -600 m3 due t o  
the  maintenance o f  locomotives and other  
t r a c t i o n  equipment. Th is  drop should, 
however, be p a r t l y  o f f s e t  by an increase i n  
d iese l  consumption i n  the  p r i v a t e  t ranspor t  
sector .  



TABLE 3.7 : D W O  PROJECTIONS : 1990 - 1995 

1989 
GASOLINE 
- Consumption 166.3 
- Public 50.6 
- Private 116.3 
- Inventories 
TOTAL 166.9 

DIESEL 
- Consumption 446.0 
- Public 0 
- Gecamines 84.0 
- SNCZ 32.0 
- ONATRA 36.5 
- Private 293.5 
- Inventories 
TOTAL 446.0 

KEROSENE 
- Consumption 36.3 
- Inventories 
TOTAL 36.3 

JET FUEL 
- Consumption 187.1 
- Public 45.0 
- Private 142.1 
- Inventories 
TOTAL 187.1 

FUEL OIL 
-Consumption 50.7 
- Inventories 
TOTAL 50.7 

OTHERS - 
- Consumption 4.3 
- Inventories 
TOTAL 4.3 

TOTAL (stocks) 891.3 
(increase) 

TOTAL (no stocks ) 891. 3 
(increase) 

1992 

169.9 
SO. 1 
119.8 
0.1 

170.1 

442.9 
0 
75.0 
29.0 
33.5 

30s. 4 
1 .o 

443.9 

36.3 
0 
36.3 

192.9 
45.0 
147.9 
0.3 

193.1 

47.7 
-0.1 
47.6 

4.5 
0 
4.5 

895. 5 
-2.7 

894.2 
1.2 

1994 

172.3 
SO. 1 
122.2 
0.2 

172.5 

459.7 
0 
82.6 
29.0 
33.5 
314.6 
1.1 

460.8 

36.3 
0 

36.3 

197.3 
45.0 
152.3 
0.3 

197.6 

45.8 
-0.1 
45.7 

4.6 
0 
4.6 

917.5 
1.2 

916.1 
1.2 



Tables 3.8 and 3.9 give  the sales projections by product for the Shaba 
and Kivu regions for 1990-1991. The projected consumption for Shaba is 
113,900 m3 (compared with 121,956 m3 for 1989) and for Kivu 18,370 m3 
(compared with 17,597 m3 f o r  1989). These projections presuppose the 
rebuilding of working stocks. 

Table 3.8 : PROJECTEO SALES SW\BA REGION 

Consumption 
1989 

Gasoline 10269 

Kerosene 5575 

Diesel 106112 

GECMIINES 84000 

SNCZ( SHABAj 2400 

Autrus 19712 

Total 121956 

Consumption Stock Total 
1990-1991 1990-1991 

Gasoline 

Kerosene 

Diesel 

Total 

TABLE 3.9 : PROJECTED SALES KIVU REGION 
(m3) 

Consumption Consumption Stock Total 
1989 1990-1991 1990-1991 



CHAPTER 4 

SUPPLY STRUCTURE FOR PETROLEUM PRODUCTS 

Petroleum product suppl ies enter  the  country by th ree  
d i f f e r e n t  routes: 

- the  western route,  which accounts f o r  85 t o  90% o f  the  
country 's  needs, i s  suppl ied by l o c a l  product ion from the  
S O Z I R  r e f i n e r y  and d i r e c t  imports. 

- the southern rou te  accounts f o r  7% o f  the country 's  needs 
and i s  suppl ied v i a  South A f r i c a  and Tanzania (Dar es 
Salaam) ,as we1 1 as from Zambia. 

- the eastern route which accounts f o r  3% o f  the count ry 's  
needs i s  suppl ied mainly by Kenya (Na i rob i ) .  

Table 4.1 shows the  d i v i s i o n  o f  the country 's  f u e l  suppl ies 
f o r  1979-1 989. 

4 . 1  Domestic ~ r o d u c t i o n  of ~ e t r o l e u m  ~ r o d u c t s  

The Muanda r e f i n e r y  i s  run by a mixed c a p i t a l  ' I t a l i a n - Z a i r i a n  
concern ( S O Z I R )  50% government-owned and 50% owned by A G I P .  

4.1.1 Current s i t u a t i o n  

The r e f i n e r y ,  w i t h  a nominal annual capaci ty  o f  750,000 tons, could 
i n  p r i n c i p l e  cover the country 's  t o t a l  needs o f  730,000 tons. I n  

r e a l i t y ,  the r e f i n e r y  has never operated a t  maximum capaci ty s ince 
1979. I t  operated a t  90% capaci ty between 1968 and 1977 and then 
dropped t o  an average of 56% capaci ty from 1979-1988. 

Two f a c t o r s  have l e d  t o  t h i s  s i t u a t i o n :  one s t r u c t u r a l  and the  
o ther  c i  rcumstant ia l  : 

1. the re f i ne ry ,  which was o r i g i n a l l y  designed t o  r e f i n e  l i g h t  
crude, i s  n o t  s u i t e d  t o  meet domestic consumption needs. 
The r e f i n e d  product y i e l d  obtained by the i n i t i a l  r e f i n i n g  
o f  crude i s  d ispropor t ionate  t o  the  i n t e r n a l  demand i n  t h a t  
i t  produces a surp lus o f  f u e l  o i l  and a shortage o f  
kerosene and d iese l .  
To minimize f i n a n c i a l  losses, the  r e f i n e r y  must l i m i t  i t s  
capaci ty t o  300,000 tons/year o f  l i g h t  Niger ian crude, 
which y ie lds  enough t o  saturate i n t e r n a l  consumption o f  
f u e l  o i l  and avoids producing surp lus f u e l s  r e q u i r i n g  
export.  Table 4 . 2  shows the product y i e l d  o f  crude and the  
domestic consumption o f  each product. 





Product 

Diesel  

Kerosene 

Gas01 i ne 

Fuel O i l  

Others 

Total  

Table 4.2 S O Z I R  PRODUCTION BY PRODUCT: 1989 

Production 

(Tons ) ( % I  

Consumption 

( % I  

Source: C o m i t e  d'achat 

2. The development o f  a wor ld wide, over-capacity i n  the area 
o f  r e f i n i n g  over the l a s t  ten years has caused a drop i n  the  
r e l a t i v e  p r i c e  o f  r e f i n e d  products i n  r e l a t i o n  t o  crude o i  1. 
It has become much more p r o f i t a b l e  f o r  the country t o  import  
r e f i n e d  products d i r e c t l y  ra ther  than import crude and r e f i n e  
i t  l o c a l l y .  

Th is  s i t u a t i o n  l e d  t o  the temporary shutdown o f  the re f i ne ry  
i n '  1985. 



4 . 1 . 2  Outlook f o r  domestic product ion 

Prof  i t a b i  1 i t y  s tud ies o f  the r e f i n e r y  have revealed several 
poss ib le  courses o f  ac t ion :  the  c l o s i n g  o f  t he  p l a n t ,  mainta in ing 
present serv ices o r  modernizing the  f a c i l i t i e s .  

- A .  Modernizing the  r e f i n e r y :  f e a s i b i l i t y  s tud ies have shown 
t h a t  the i n s t a l l a t i o n  o f  a secondary conversion u n i t  
(thermocracker o r  hydrocracker f o r  an estimated cost  o f  
$40-80 m i l l i o n ) ,  which would a l low f o r  a more e f f i c i e n t  
use o f  heavy crude by producing more h i g h l y  r e f i n e d  
products and less  heavy f u e l s ,  would n o t  be p r o f i t a b l e .  
This a l t e r n a t i v e  has the re fo re  been re jected.  

- B. A complete shutdown o f  t he  r e f i n e r y  has a lso  been 
re jec ted  by the a u t h o r i t i e s .  The r e f i n e r y  i n  f a c t  
i nsures : 

- greater secu r i t y  i n  p rov id ing  f u e l  suppl ies t o  the 
country. 

- a be t te r  adaptat ion o f  domestic product ion t o  
i n t e r n a l  market demands. 

- C .  Consequently, t he  government has opted f b r  the  s o l u t i o n  
o f  keeping the r e f i n e r y  running under the  f o l l o w i n g  
condi t ions:  

- a minimum investment t o  improve the e f f i c i e n c y  o f  i t s  
storage procedures t o  meet the  d i s t r i b u t i o n  needs o f  
the f u t u r e  Muanda-Matadi p ipe l i ne .  

- i n t e r n a l  reorganizat ion i n  order t o  reduce excessive 
operat ing expenses. Current operat ing expenses are 
$22. l / ton  f o r  the r e f i n i n g  o f  300,000 tons per year. 
These costs  could be brought down t o  $15/ton a f t e r  
reorganizat ion.  This would - tak ing  i n t o  considerat ion 
the $9/t0n fee contained i n  the processing cont rac t  
- r e s u l t  i n  a ne t  l oss  o f  $6/ton as compared w i t h  t h e  

- present $13/ton. SOZIR's serv ices are present ly  
covered by two r o y a l t i e s  contained i n  the p r i c i n g  
s t r u c t u r e  f o r  petroleum products: one on the unloading 
o f  boats and storage, the other  on the  r e f i n i n g  
process. 

- opt im iza t ion  o f  the product ion a t  300,000 tons per year 
through processi ng , which would leave an annual balance 
o f  400,000 tons t o  be imported. 



4.2 Imoort  s t ruc tu res  

4.2.1 Import  s t r u c t u r e  according t o  source 

A. Impor tat ion v i a  the  western rou te  

Imports v i a  the  western rou te  account f o r  55% o f  t o t a l  
ref ined-product imports. These imports t r a v e l  v i a  the  
A t l a n t i c  p o r t s  o f  the A f r i can  countr ies,  I v o r y  Coast, Gabon, 
and the Congo. 

I n  Ju ly  1988, f o l l o w i n g  a dec is ion a t  the summit o f  the 
"Economique Cornmunaut6 des Eta ts  de 1 'A f r ique Centrale 
(CEEAC)" t o  strengthen inter-community t rade,  the cont rac t  
w i t h  the company PETROBAS was cancelled and a l i m i t e d  
i n te rna t i ona l  c a l l  f o r  tenders was launched among supp l ie rs  
w i t h i n  the CEEAC. Th is  l e d  t o  an agreement w i t h  a supp l ie r  
which groups together E l f  Aquitaine, the Societk Gabonaise 
de Raff inage, and the Societ4 Congolaise de Raff inage. 

8. Impor tat ion v i a  the  southern rou te  (SHA8A) 

Imports i n  the south a r r i v e  mainly from two sources: 
L 

- imports from South A f r i c a  (Durban) account f o r  approximately 
80% o f  imports en te r ing  the  south. The products are 
t ransported by r a i l  from Durban t o  the border town o f  
SAKANIA ,  i n  Zai re .  

- Tanzanian imports o r i g i n a t e  i n  the p o r t  o f  Dar e s  Salaam 
and t r a v e l  t o  LUBUMBASHI by road. Imports from the NDOLA 
r e f i n e r y  i n  ZAMBIA have almost completely stopped because 
o f  the i m p o s s i b i l i t y  o f  ensuring regular shipments from t h i s  
source. 

C.  Impor tat ion v i a  the  eastern rou te  (KIVU) 

~ecause  o f  the reg ion 's  i s o l a t i o n  from the r e s t  o f  the  
country, imports v i a  the eastern route are used exc lus ive ly  
i n  the  eastern reg ion o f  the  country (KIVU). Imports are 
t ransported by means o f  tanker t rucks:  

- e i t h e r  from Nai rob i ,  Kenya v i a  Uganda 
- o r  from El-Doret, border town between KENYA-UGANDA 



The fo l l ow ing  tab le  shows the  f l ow  o f  imports according t o  region. 

P a r t i c i p a n t  O r i g i n  Volume(m3) Percent 

Western route:  E l f  con t rac t  I v o r y  Coast 
Gabon 406,250 100% 
Congo 

Eastern route:  Local o i l  Kenya 17,600 100% 
compan i es 

Southern route:  Local o i  1 South A f r i c a  58,000 80% 
compan i es 

Tanzania 14,500 20% 

4 . 2 . 2  Supply by product f o r  Za i re ' s  southern and eastern routes 

The south i s  suppl ied from two sources: t h e  western rou te  eg. 
Matadi and imports o r i g i n a t i n g  from the south. 

Petroleum product imports en ter ing  the west account f o r  almost 
the south's e n t i r e  requirement fo r  gas01 ine  (90%)  and f o r  j e t  
f u e l  (100%). Diesel suppl ies account f o r  about 36%. (see 
tab le  4.3).  Imports en ter ing  the south make up the  r e s t :  
gasol ine (10%) and d iese l  (64%). 

The fo l l ow ing  t a b l e  gives the  percentage o f  each product 
imported t o  the south according t o  import rou te  

West 
Matadi 

Gasol i ne  90% 

J e t  f u e l  100% 

Diesel 36% 

The eastern route i s  exclus 

South 

10% 

0% 

64% 

i ve1 y suppl i ed v i a  Kenya (see tab  



Tdble. 4.3  : SOUTH FUEL IMPORTS ,(cubic meter) 

Gasol lne  
Oiesel 
Je t/Kero . 

Gasol i ne 
Diesel 
Jet/Kero . 

1988 

Gasol ine 
Diesel 
Je t/Kero . 

1989 

. Gasol tne 
Diesel 
J e t K e r o  . 

Ex-Wes t Ex-South Total Consump t .  

Ex-Ues t Ex-Sou th Total Cunsumpt . 

Ex-Wes t Ex-South Tota l  Consump t . 

Ex-Wes t Ex-South Total Consump t . 

S o u r c e  : Petmzal re,Comi t e  d' Achat 



Tdble.4.4 : kASl FUEL iMPORTS (cubic meter) 

Gas01 ine  
Oiesel 
Jet/Kero. 

Gasol i ne 
O i  esel 
Jet/Kero. 

Gasol i n e  

Diesel 
Jet/Kero. 

Gasol ine 
D i  esel 
Je t/Kero . 

Ex-Eas t 

6565 
17380 
3625 

------- 
27570 

Ex-Eas t 

7080 
15358 
4186 

------- 
26624 

Ex-Eas t 

8754 
18051 
502 1 

------- 
3 I826 

Ex-Eas t 

5153 
10971 
2204 

------- 
18328 

Source : Petrozai  r e ,  Comi t e  d'Achat 

Con sump t . 

Con sump t . 

Con sump t . 

Consump t . 



4.3 Cost s t ruc tu re  according t o  source 

The cost  o f  products a re  compared according t o  t h e i r  o r i g i n .  The 
comparison i s  made based on the  o f f i c i a l  p r i c e  s t r u c t u r e  f o r  
petroleum products on February 5 ,  1990. 

The average CIF balanced border cost  i s  ca lcu lated as fo l lows:  

A. Imports v i a  the  western route:  

The average balanced cos t  f o r  eastern imports i s  $207.76 
per ton  o r  153.75 per m3. The cost  i s  determined by the 
f o l l o w i n g  fac to rs :  

- the t rans fer  p r i c e  from the r e f i n e r y  o f  CHEVRON 
products ca lcu la ted  on the  basis o f  P l a t t ' s  CIF NWE 
quotat ion which equals $195/ton, f o r  60% o f  t o t a l  
imports. 

- the import  t r a n s f e r  p r i c e  f o r  E l f -Aqu i ta ine  products 
ca lcu la ted  on the  basis o f  P l a t t ' s ' C I F  NWE quotat ion 
which i s  $226.91/ton f o r  40% o f  t o t a l  imports.  

Although the reference quotes are the same f o r  both sources 
(CHEVRON and E l f -Aqu i ta ine) ,  a d i f f e rence  i n  t r a n s f e r  p r i c e s  
ex i s t s .  

1 

This d i f fe rence i s  due t o  v a r i a t i o n s  i n  i n te rna t i ona l  p r i c e s  
between the unloading dates o f  shipments and t o  the f a c t  t h a t  
shipments from E l f  Aqui ta ine are de l i vered  t o  Matadi wh i le  
those from Chevron are del  i vered  t o  Muanda. 

The f r e i g h t  cos t  d i f fe rence between Muanda and Matadi i s  
around $7.50/ton. 

8. Imports v i a  t he  southern and eastern routes: 

The average weighed cos t  fo r  imports a r r i v i n g  v i a  the  southern 
and eastern routes i s  determined on the basis o f  the border 
p r i c e ,  Sankia, f o r  the southern route and Bukavu f o r  the  
eastern route.  These p r i c e s  inc lude the r e f i n e r y  p r i c e  p lus  
the t ranspor t  costs  t o  the  Z a i r i a n  border. From in format ion 
given by  t he  import  f i r m s ,  the import cost  can be 
reconstructed from the purchase and t ranspor t  costs.  

The t ranspor t  costs according t o  o r i g i n  are given below: 

Eastern route:  average f r e i g h t  cost  Nairobi  - Kivu = $160/m3 

Southern route:  average f r e i g h t  cos t  Durban - Sakania = $120- 
145/m3 



Based on the average balanced price of imports as calculated in the 
price structure for February 1990 and on the real cost of transport 
gi~en above, ,the transfer price charged by the suppliers can be 
calculated as follows : 

CWARISON OF IrPORT COSTS FOR WESTERN, SOUTHERN AND EASTERN ROUTES 

!Import cost !Base price ! Import cost Eastern Route ! 
!Mestern Route! ! Average ! 
!(Plattls CIF)!Platt's CIF! Suppliers ! Transport !total cost ! 

us$/rn3 ! (1) ! ! Margin ! Ex-Nairobi! Price ! Ratio 
! ! ! ! ! structure ! (2)/(1) . .  - -  

! ! ! ! ! ( 2 )  ! 
Gasoline ! 153,75 ! 153,75 ? 58,25 ! 160 ! 372 ! 2,4 

! ! 1 ! ! ! 
Kerosene ! 182,78 ! 182,78 ! 47,22 ! 160 ! 390 ! 2,l 

! ! ! ! ! ! 
Diesel ! 166,9 ! 166,9 ! 4 2 , 9  ! 160 ! 369,8 ! 2,2 

t t ' ' 4 I 

!Import cost ! Base price! Import cost Southern Route ! 
!Nestern Route! ! Average ! 
!(Plattts CIF)!Plattls CIF! Suppliers ! Transport !total cost ! 

us$/rn3 ! (1 ! ! Margin ! Ex-Durban ! Price ! Ratio 
! ! ! ! ! structure !(2)/(1) 
! I ! ! ! (2) ! 
! ! ! ! ! ! 

Diesel ! 166,9 ! 166,9 ! 86,7-61.7! 120-145 ! 373,6 ! 2 , 2  
! ! ! ! ! 

According to Platt's International CIF quotation which determines the 
average price for imports entering via the western route, the cost of 
importing from the east and the south is double the cost of importing 
via the west. This doubling of costs is a result of the high freight 
costs but also of the suppliers' mark-up of $40-90/m3 depending on the 
p~oduct. This mark-up, which is separate from the usual refinery margin, 
'is mainly related to the export opportunities in the supplying cpuntries 
such as Kenya, South Africa or Tanzania over which the importing firms 
haw no control, but apparently, the mark-up could well be the result of 
overcharging by importers. 



This f a c t  has prompted the  Za i r i an  government t o  favor imports 
enter ing v i a  the  western route,  which are l ess  expensive, and t o  
discourage those en ter ing  the south and east.  

I n  p rac t i ce ,  the  opposite i s  t ak ing  p lace f o r  d iese l  f u e l :  the 
volume imported v i a  the south i s  increas ing whi 1e those f,rom the 
west are decreasing. 

I t  would seem, there fore ,  t h a t  the  ac tua l  cos t  o f  importat ion v i a  
the southern, eastern rou te  i s  lower than t h e  invoiced costs  
contained i n  the  o f f i c i a l  p r i c i n g  s t r u c t u r e ,  leav ing  a substant ia l  
p r o f i t  f o r  impor t  companies. 

This would exp la in  the p r o l i f e r a t i o n  o f  p r i v a t e  companies such as 
Zai re  O i l ,  Madova, Lubunj i ,  and Yoshad i n  t h e  Shaba province. In 
1989 Zai re  O i l  imported 22,000 m3 o f  d iese l  v i a  the south f o r  
Gecamines o r  25% o f  the  company's consumption. . 

4 . 4  I m ~ o r t  ~ r o . i e c t i o n s  fo r  the  eastern and southern renionq 

Using the  consumptions p ro jec t i ons  given i n  chapter 3 . 5 . 3  and based 
on the d i s t r i b u t i o n  o f  imports according t o  source i n  1989, the  
volume o f  imports f o r  the  southern and eastern regions o f  the 
country can be determined. . 
Tables 4 . 5  and 4 . 6  g ive  the  estimated volume o f  imports f o r  
1990/1991. 

The annual cos t  o f  impor t ing v i a  the south and the  east are $23 and 
$6.9 m i l l i o n  respec t i ve l y ,  an accumulated monthly average of 
approximately $2.5 m i l l i o n .  These costs  are ca lcu la ted  on the 
basis o f  import  costs  s t i p u l a t e d  i n  the  p r i c i n g  s t ruc tu re  f o r  
petroleum products. 



Tdble.4.S : IMPORTS PROJECTIONS,SHkBA:1990/1991 

Consumption . Import 1990/1991 Value 
1 990/1991 ex-Wes t ex-Sou th (mi o. S )  
(M3) (M3) 

Gasol ine 13550 1 1  780 1770 619.5 
Je t /Kero . 6350 6350 0 0 
Oiesel 94000 33965 60345 22544.9 
(Zaire 0 1 1 )  ( 25000) (25000) 9340.0 

------ ------ ------ ------ 
1 1  3900 51495 62115 23164.4 

Table.4.6 : IMPORTS PROJECTIONS,KIVU:1990/1991 

Consump t i  on Import Value , 
1 990/ 1991 exlast ( m i 0 . S )  

(M3) (M3) 

Gasol ine 
Je t/Kero. 
Diesel 

Toy31 imports by month : 2.5 m i l l  i o n  US$ 



CHAPTER 5 

PRICING STRUCTURE FOR PETROLEUM PRODUCTS 

Pr ices f o r  petroleum product i n  Za i re  have undergone two phases: 

- a  p r i c e  freeze from 1974-1988 
- an adjustment phase s ince  November 1988 

5 . 1  Evo lu t ion  of  ~ r i c e s  from 1974-1988 

I n  1974,  dur ing the n a t i o n a l i z a t i o n  o f  p r i v a t e  d i s t r i b u t i o n  company 
assets, the  Za i r i an  government introduced a  p r i c e  f i x i n g  formula 
f o r  r e f i n e d  products under which: 

- the  r e t a i l  p r i c e  pa id  by consumers d i d  n o t  cover the cos t  
o f  t he  product i n  r e a l  terms. (see t a b l e  5 . 1  and c h a r t  5 . 2 )  

- t ranspor ta t i on  costs  t o  the  d e l i v e r y  p o i n t  were ca lcu la ted  
un i fo rmly  i r r e s p e c t i v e  o f  the  reg ion o r  l o c a l i t y  served. 
I n  t h i s  way, the p r i c e s  o f  products so ld  i n  the  i n t e r i o r  
o f  the country (east,south) were subsidized by p r i c e s  i n  
the  west. 

L 

The a p p l i c a t i o n  o f  t h i s  petroleum p r i c e  f i x i n g  p o l i c y  l e d  the  
d i s t r i b u t i o n  f i rms t o  g ive  precedence t o  supply ing the western 
region, Bas Zai re  and Kinshasa, wh i l e  neglect ing the o u t l y i n g  
regions (eas t  and south) where the  h igh  cost  o f  d i s t r i b u t i o n  was 
n o t  covered by the r e t a i l  p r i c e .  As a  r e s u l t ,  these regions 
su f fe red  an i n t e r r u p t i o n  i n  suppl ies and o i l  shortages. 

I n  September 1986, an agreement was reached between the  government 
and the World Bank on the i n s t i t u t i o n  o f  the p r i n c i p l e s  o f  
l i b e r a l i z e d  p r i c e s  and f u l l  cos t  recovery i n t o  the p r i c i n g  formula 
f o r  petroleum products. 
The p r i n c i p l e ,  however, was no t  appl ied.  From 1986 t o  November 
1988 the  r e t a i l  p r i c e  was s t i l l  below actual  costs.  A marked 
d i f f e rence  between the r e t a i l  p r i c e  and the  cost  l e d  t o :  

- f i n a n c i a l  d i f f i c u l t i e s  f o r  t he  d i s t r i b u t i o n  companies; 

- a  decrease i n  petroleum product imports and shortages i n  
the i n t e r i o r  regions o f  the country;  p r i o r i t y  was given t o  
supply ing the Kinshasa reg ion which accounts f o r  55% of 
sales . 

- speculat ion i n  the  southern and eastern regions o f  the 
country,  where p r i ces  on the p a r a l l e l  market climbed as 
h igh  as 10 times the  o f f i c i a l  p r i c e .  



Table 5.1. Nominal f u e l  Prices (zaires p e r  l i t e r )  

Z / U : S D  ! Gasol ine  
Date 1 West 

Jan-79 ! 1.5 
Sep-7 9 
Mar-80 
Jul-81 
Dec-82 
Sep-83 
NOV-83 
Mar-84 
Aug-84 
Jan-85 
Apr-85 
Aug-85 
NOV-85 
Apr-86 
Aug-86 
Mar-87 
Aug-87 
Oct-87 
NOV-87 
Dec-87 
Jan-88 
Dec-8 8 
Feb-89 
Apr-89 
May- 8 9 
Aug-89 
Sep-89 
Oct-89 
Dec-89 
Feb-90 

! Kerosene 
East  ! West 

1.5 ! N A 

! Diesel  
East  : West East  South 

NA ! N A N A N A 



Figure 5 . 2  : R e a l  Prices of Fuel 
In M m  Z d n  

- - 

Q C a d h .  + U- 4 c4..1 

Real Prices of Gasoline 

.11/83 9/84 3785 5/86 3/87 1/88 11/88 9/89 41/90 
Yoren 

0 xrt + Eo* 

Source: Deputmmt de I'Ecxmomle National et de M u m e ,  
Arrete Depmementd, varlous issues and InstiN National be 
la Statistique, indica mad des Prix a la CofI~mmatfon des 
Menages a Kinshas, various issues. 



It should be kept i n  mind t h a t  the f i n a n c i a l  d i f f i c u l t i e s  o f  the 
o i l  companies were no t  j u s t  the r e s u l t  o f  the unsui tab le p r i c i n g  
s t r u c t u r e  bu t  a lso o f  the  government's f a i l u r e  t o  pay i t s  back 
debts t o  the o i  1 companies f o r  products received. As a r e s u l t ,  the 
o i l  companies were unable t o  pay t h e i r  petroleum taxes ( r e f .  ch. 
t axa t i on ) .  

To check the cont inual  eros ion o f  petroleum product p r i ces ,  the 
Consei 1 Execut i f  introduced a s t r u c t u r a l  p r i c e  adjustment by 
announcing two p r i c e  increases; 

* the  f i r s t  i n  November 1988: an average o f  +50%, 

* the second i n  February 1989: +100% f o r  p r i ces  i n  the  west; 
+300% f o r  p r i ces  i n  the  south and east. 

These increases were j u s t  covered the e f f e c t s  of i n f  1 a t i o n  

5 . 2  P r i c e  and cost  a n a l y s i s - o f  ~ e t r o l e u m  ~ r o d u c t s  

Current s e l l i n g  p r i ces  f o r  r e f i n e d  products are made up o f  th ree  
elements which determine t h e  reference p r i c e  f o r  each route:  

- the border en t ry  p r i c e  o r  average border p r i c e  * 

- d i s t r i b u t i o n  costs 
- taxes 

The s e l l i n g  p r i c e  a t  the pumps i s  determined by adding a 
geographical increment t o  the reference p r i c e  t o  compensate f o r  
t ranspor t  costs r e l a t i v e  t o  supplying the various areas. 

5 . 2 . 1  Average border p r i c e  

For each o f  t he  th ree  supply routes,  west, south, and east ,  
the  average border p r i c e  i s  ca lcu la ted  based on the fo l low ing :  

- the average weighted C I F  import p r i c e  i n  d o l l a r s  per ton  
'dur ing the preceding month 

- the  Za i re /do l l a r  exchange r a t e  estimated f o r  the month i n  
which the p r i c e  i s  being s e t  

- bank i n t e r e s t  r e l a t e d  t o  the  l e t t e r  o f  c r e d i t ,  ca lcu la ted  
on a 120-day bas is  a t  an annual r a t e  o f  80.1%. 



5.2 .2  D i s t r i b u t i o n  cos ts  

The d i s t r i b u t i o n  cos ts  combine: 

- a c t u a l  p roduc t ion  expenses from t h e  r e f i n i n g  process, 
s torage costs ,  and the  market ing cos ts  o f  t h e  var ious  
p a r t i c i p a n t s  i n  t he  d i s t r i b u t i o n  system. These cos ts  a re  
assigned according t o  a  d i s t r i b u t i o n  sca le  by product  and 
by reg ion .  

- t h e  p r o f i t  margin o f  t he  companies which represents  10% o f  
t h e  average border p r i c e .  

5 .2 .3  Adjustment mechanism 

I n  p r i n c i p l e ,  t he  p r i c e s  f o r  petroleum products  a re  ad jus ted  
monthly according t o  changes i n  t he  parameters on t he  suggest ion 
o f  t he  p a r t i c i p a n t s  i n  t he  d i s t r i b u t i o n  system. However, t h e  
adopt ion o f  t h e  new p r i c i n g  s t r u c t u r e  must be au thor i zed  by t he  
D4partement de 1'Economie Nat iona le  e t  de l Y I n d u s t r i e .  

5 .3  Geographic d i f f e r e n t i a l  

The geographic d i f f e r e n t i a 1  i s  an i n d i v i d u a l i 2 e d  c o s t  which 
takes i n t o  cons idera t ion  t he  cos t  o f  t r a n s p o r t  r e l a t i v e  t o  each 
l o c a l i t y  as w e 1  1  as some opera t ing  expenses o f  t he  ZAIRE SEP's 
t r a n s p o r t a t i o n  u n i t s  n o t  covered i n  t he  p r i c i n g  s t r u c t u r e .  These 
expenses represent  10% o f  the  t o t a l  d i f f e r e n t i a l .  

- a l l  t r a n s p o r t a t i o n  costs  are c a l c u l a t e d  by Z A I R E  SEP, which 
c o n t r o l s  a l l  t he  t r a n s p o r t  o f  petroleum products  f o r  t he  
d i s t r i b u t i o n  companies throughout t he  count ry .  

- a l l  means o f  t r anspo r ta t i on ,  by water ,  r a i l  o r  road, a re  
inc luded  i n  t he  t r a n s p o r t a t i o n  cos ts  

- ONATRA on l y  handles a smal l  p o r t i o n  o f  t h e  t r a n s p o r t  by 
water which i s  mainly handled by smal l  p r i v a t e  sh ipp ing  
companies and PETROZAIRE and Z A I R E  SEP who run a  f l e e t  o f  
barges f o r  Z A I R E  SHELL. Water t r a n s p o r t  cos t s  a re  gene ra l l y  
c a l c u l a t e d  us ing  ONATRA1s sca le  o f  charges. 

- R a i l  t r a n s p o r t  i s  the exc lus i ve  domain o f  t h e  "SocietB 
Nat iona le  des Chemins de Fer Z a i r o i s  (SNCZ)." O f f i c i a l  
r a t e s  are charged. 

- Road t r a n s p o r t  i s  handled by p r i v a t e  companies and by  Z A I R E  
SEP. Rates f o r  p r i v a t e  companies a re  c a l c u l a t e d  on a  
ton/k i lo rnet re  bas is .  ZAI i?E SEP's ope ra t i ng  expenses a re  



covered by t h e  p r i c e  s t ' ruc ture ,  thus  making i t  almost 
- i rnposs- i t l s  t a d < - s c e r i i  t h e i r  ac tua l  cos ts  f o r  road t r a n s p o r t .  

- o p e r a t i n g  expenses n o t  covered by t h e  p r i c e  s t r u c t u r e  a re  
losses  due t o  leakage, which a r e  very  h i g h  f o r  r a i l  
t r a n s p o r t  ( 2 %  f o r  the  southern network, 10% f o r  t he  no r the rn  
network)  and an opera t ing  margin. 

Shor t  o f  c a r r y i n g  ou t  an indepth  s tudy o f  a l l  t h e  elements t h a t  
c o n t r i b u t e  t o  t h e  Z A I R E  SEP's t r a n s p o r t  cos ts ,  i t  i s  d i f f i c u l t  t o  
g e t  a  c l e a r  i dea  o f  t h e  ac tua l  economic cos ts .  

The c a l c u l a t i o n  o f  t h e  geographic d i f f e r e n t i a l  as g iven by Z A I R E  
. 1 . , , , , -. . t k , >  SEP i s  t h e  sum o f  a l l  t h e  a c t u s l  f -  ---'- - =  

7,-  - - - - - - C  - - - .  p s r t i r ' 7 - . - t -  . , . -  . .  - . . . . -  ,, -., -. :.,rt:,~,~ticaI 1  y i nc luded  i n  t he  f i n a l  
. L _ 1 1  - -: - - . - L -, I 1 , 2 .  , L L  . 

. _ - '  
- - : : t h e  geographic d i f f e r e n t i a l s  f o r  Februzry 133C f c r  

the d i f f e r e n t  l o c a l i t i e s  o f  the count ry .  

5 .4  P r i c e  s t r u c t u r e  c o m ~ a r i s o n  by o r i q i n  

5 .4 .1  Referents p r i c e  s t r u c t u r e  

8:; th;. t z s i s  c f  t h e  s t r ~ c t ~ r e  s t a t 1  ished 2.; Februar*~ 5 ,  1 9 9 0  (see 
‘z,3ilsi 2 ; , t - ,  1- - j r i c c :  u f  ~ a t r o l s ~ n l  products  has been broken down f o r  
:I-,? d i f f s r e r i t  i i r p s r t  rou tes  (see t a b l e s  5.3 and 5 . 4 ) .  O f  note  i s :  

- 

- 

- 

Taking 

t h e  border p r i c e s  o f  products e n t e r i n g  t h e  eas t  and south 
a re  t w i c e  as h i g h  as t h e  corresponding western p r i c e .  Th is  
d i f f e r e n c e  i s  due t o  t he  f r e i g h t  c o s t  and t o  an i n e x p l i c a b l e  
margin on products  imported v i a  t h e  south and t h e  east .  (see 
4 . 3 ) .  

bank charges ( l e t t e r s  o f  c r e d i t ,  f i nance  charges) are  
ex t remely  h igh .  They account f o r  22% o f  t h e  c o s t  o f  
impo r t i ng ;  

a t  t h e  p r i c e  re ference l e v e l  ( n o t  i n c l u d i n g  t h e  geographic 
d ' i f f e r e n t i a l ,  these d i f f e rences  a re  reduced by  h igher  p i c k  
-up charges r a i s i n g  t h e  cos t  of d i s t r i b u t i o n  f o r  goods 
a r r i v i n g  through t h e  western r o u t e  i n  r e l a t i o n  t o  t h e  
eas te rn  southern routes.  For t h i s  reason, t he  d i f f e r e n c e  
i n  p roduc t  p r i c e s  i n  these reg ions  i s  o n l y  30%, 47%,  and 40% 
respec t i ve1  y  f o r  gas01 ine,  kerosene, and d i e s e l  compared 
w i t h  products  i n  t h e  west. 

i n t o  account the  geographic d i f f e r e n t i a l ,  i n  o ther  words, - - 
t h e  c o s t  o f  t r a n s p o r t  t o  t he  f i n a l  d e s t i n a t i o n ,  t h e  p r i c e  
d i f f e r e n c e s  between l o c a l i t i e s  and reg ions  a re  s l i g h t l y  l a rge r .  



Table 5.3 

BREAKDMN OF PRICES FOR PETROLEUM PRODUCTS ACCORDING TO ORIGIN 
/~~$/rn3 

! Gasoline ! Kerosene ! Diesel 
! ! ! 

Feb. 1990 !Ex-West Ex-East !Ex-West Ex-East !Ex-West Ex-East Ex-South 
! . !  ! 
! ! ! 

Border price (1) ! 153,8 212 ! 182,8 230 ! 166,9 209,8 226,l 
! ! ! 

Transport (2) ? - 160 ! - 160 ! - 160 147,5 
t 1 I 

? 
Total ! 
border price ! 153,8 

! 
Bankcharges (3)! 36 

! 
Distribution ! 
costs ( 4 )  ! 183,2 

t 

I 7 I ! 
Total ! 373 542,2! 384,2 611 ! 365,l 594,4 572,7 

? ! ! 
Parafiscal ! I ! 
charges (5) ! 166 166 ! 34,6 94,6!'151,8 151,8 151,8 

I 1 4 

! ! ! 
Real Reference ! 533 708,2! 478,U 705 ,6!  516,9 746.2 724,s  
price ! ! ! 

I I I 

(1) Bank charges not included. 
(2) Transport from ex-refinery to Zaire border 
( 3 )  Bank charges : 

- credoc : 13,33% border price 
- others : 8,YA (border price + credoc) 

( 4 )  SEP, SOZIR and Distributors operating costs. 
(5) Customs dut;i, Excise T a x  and Transport Surtax. 



Table 5.4 

BREAKDOWN OF PRICES ACCORDING TO ORIGIN 
(US$/percent ) 

! Gasoline ! Kerosene ! Diesel 
! ! ! 

Feb. 1990 !Ex-West Ex-East !Ex-West Ex-East !Ex-West Ex-East Ex-South 
! ! ! 
! ! ! 

Border price ! 28.5 29,9! 38,2 32,6! 3 2 , 3  28,l 31 $2 
? ! ! 

Transport (2) ! - 22,6! - 22,7! - 21,3 20,4 
! ! ! 
! ! ! 

Total ! ! ! 
border price ! 28,5 52,5! 38 $2 55,3! 3 2 , 3  49,s 51.6 

! ! ! 
Bank charges ! 6,7 12,3! 8,9 12,9! 7.5 11,6 12,l 

! ! ! 
Distribution ! ! ! 
costs ! 34 11,7! 33,l 18,4! 30,8 18,5 15,4 

! ! ! 
! ! ! 

Total ! 62,2 76,5! 80,2 86,6! ' 70'6 79,6 79,l 
! ! ! 

Parafiscal ! ! ! 
charges ! 30,8 23,5! 19,8 3 29,4 20,4 20,l 

Real Reference ! 100,O 100,0! 100,O 100,0! 100,O 100,O 100,O 
price ! ! ! 

! I ! 



5.4.2 Retai 1  p r i c e  s t r u c t u r e  

Taking i n t o  considerat ion the geographic d i f f e r e n t i a l  appl icable 
s ince February 1990, the  r e t a i l  p r i c e  i n  the east and the  south i s  
35-50% h igher ,  depending on the  product, than i n  the west (See 
tab les  5.5.a and 5.5.b). 

I f  the  o f f i ' c i a l  p r i c e  i s  compared t o  the  cu r ren t  p r i c e  on the 
para1 l e 1  market, very la rge  p r i c e  d i f fe rences  are noted f o r  both 
kerosene and d iese l .  

The p r i ces  o f  kerosene and d iese l  i n  Lubumbashi on the  p a r a l l e l  
market are 225 and 250 Z / l i t r e  compared w i t h  the o f f i c i a l  p r i c e  o f  
342 and 361 Z / l i t r e ,  f o r  a di f ference o f  31 and 34%. ~ - - 

5.5 Comments on the  cu r ren t  o r i c i n a  mechanism 

The cur ren t  p r i c e - f i x i n g  mechanism has only  been working 
r e l a t i v e l y  we l l  s ince November 1988. The range o f  product ion costs 
I f  inanc ia l  costs)  are now e n t i  re1 y recuperated by  the  r e t a i  1  p r i c e .  

However, several f a c t o r s  should be noted: 

- the p r i c i n g  system i s  cont ro l led ;  
the government reserves the r i g h t  t o  re fuse p r i c e  
adjustments f o r  p o l i t i c a l  o r  non-economic reasons. Thus, 
t o  l i m i t  p r i ces  a t  the pumps, v a r i a t i o n s  i n  the  r a t e  can be 
def fered ( t h e  case f o r  January and March 1990), w i t h  a 
devaluat ion r a t e  o f  10% per month. 

- the system does no t  promote compet i t ion;  un i form p r i ces  
are s e t  f o r  consumers, 

- thus d i s t r i b u t i o n  companies are no t  encouraged t o  increase 
p r o d u c t i v i t y  w i t h i n  the sector.  Sunk costs  should be 
recovered and no t  t he  economic .costs through a  
r a t i o n a l i z a t i o n  o f  the  sector.  

- a  c e r t a i n  equa l iza t ion  o f  p r ices  takes place 
w i t h i n  the  system according t o  product and reg ion (cross 
subsidy) which does no t  r e f l e c t  the ac tua l  economic costs 
o f  t h e  product: 

- SOZIRYs t ranspor t ,  storage, and r e f i n e r y  costs  are 
recovered e n t i r e l y  by the pr ices  f o r  goods on the  western 
route;  however, t he  south i s  a lso  suppl ied w i t h  d iese l  and 
gasol ine v i a  the western route. 

- the companies' p r o f i t  margins are propor t iona l  t o  the 
average cos t  o f  suppl ies and no t  t o  the  earning power of 
the c a p i t a l ,  i . e .  the investment capaci ty .  



Table 5.5.a CONSUMER PRICE IN KIYU 
( Z/l i t e r  

I I GASOLINE ! % !  KEROSENE ! % :  DIESEL ! % !  
I ! Ref. Transport Total  : ( 2 ) ( 1 )  : Ref. Transport Total  ! ( 2 ) / ( 1 )  ! Ref. Transport Tota l  : ( 2 ) ( 1 ) !  

! ( 1 )  
K I V U  (EAST) 8 

I 

- BUKAVU ! 336 
I 

- GOMA ! 336 
I 

I ! P r i c e  ( 2 )  ! ! P r i c e  I I 
I ! P r i c e  

I K I NSHASA ! 256 - 256 : ! 227 - 227 ! ! 246 - 246 ! I 

I I I I I ! ( 1 )  
I I I I I I 

I I I I I I 

,9! + 35% ! 335 8 ,9  343.5: + 51% ! 354 8.9 362,9 ! + 47%; 
I I I I I t 

,3! + 32% : 335 1.3 336,3! + 48% ! 354 1.3 355-3 ! + 44%; 
I I I I I I 

I - KALEMIE 1 2 5 6  119,9 375.5: + 47% ! 227 119.9 346,9! + 53% ! 246 119.9 365.9 ! + 49%! 
I (ex - West) I I I I I I I 

1 I I I I I 

I Rwanda p r i c e  I 



Table 5.5.b CONSUMER PRICE I N  SHABA 
(Z / l  i t e r )  

I I GASOLINE ! % !  KEROSENE ! % !  DIESEL ! %  : 
I ! Ref, Transport Total ! ( 2 ) ( 1 )  ! Ref. , Transport Tota l  ! 2 1 ! Ref. Transport Total  ! ( 2 ) ( 1 ) !  
I ! Pr ice  ( 2 )  ! ! P r i c e  I ! Pr ice  I I 

I SHABA (South I 

I I 

I - KOLWESI I 

I - ex-west 
I - ex-south 
I 

I LUBUMBASHI 
I 

I - ex-west 
I - ex-south I I I . - 16.7 - 
I I I I I I 

I 1 I I I I I I 

! Black Market P r l c e  I 360 ! I 2 2 5  1 I 2 5 0  f I 



CHAPTER 6 

THE PRICE M A X I M A  SYSTEM FOR PETROLEUM PRODUCTS 

To overcome the  inadequacies o f  t h e  c u r r e n t  p r i c e  s t r u c t u r e ,  
t h e  Dbpartement de 1'Economie Nat iona le  e t  de 1 ' I n d u s t r i e  has 
proposed a new p r i c i n g  system based on t h e  f o l l o w i n g  p r i n c i p l e s :  

- the  p r i c e  o f  r e f i n e d  products  w i l l  be determined s imply  and 
o b j e c t i v e l y ,  t a k i n g  i n t o  account t h e  ac tua l  cos ts .  

- the  p r i c e  thus c a l c u l a t e d  i s  the  p r i c e  maxima ( o r  c e i l i n g  
p r i c e )  which the  o i l  companies are author ized t o  charge. 
A l l  companies can o f f e r  rebates t o  t h e i r  c l i e n t s  i n  t h e  
s p i r i t  o f  compet i t ion.  

Th is  new p r i c i n g  system, t h e  i n t r o d u c t i o n  o f  which was i n i t i a l l y  
planned f o r  January 1, 1990,  has n o t  y e t  been been implemented. 

6.1 Ca lcu la t i on  o f  the o r i c e  maxima 

Ca lcu la t i on  o f  p r i c e s  i n  t h e  p r i c e  maxima system i s  based on 
t h e  f o l l o w i n g  p r i n c i p l e s :  

. 
- s e l l i n g  p r i c e s  are determined annual ly  by t h e  o i l  companies 

i n  r e l a t i o n  t o  the  c o s t  f a c t o r s  which make up the  formula.  
The p r i c e s  are  decided upon i n  c o l l a b o r a t i o n  w i t h  t h e  
government. However, t h e  l a t t e r  no longer in te rvenes  a 
p r i o r i  i n  f i x i n g  t h e  p r i c e s  b u t  r a t h e r  r e t r o a c t i v e l y  by 
c o n t r o l l i n g  the  p r o f i t  margin o f  t h e  companies. 

- a1 1 the  elements which make up , t he  p r i c e  s t r u c t u r e  a r e  f i x e d  
once and f o r  a l l  i n  $US per  ton  (except the p r i c e  o f  impor ts  
which changes according t o  wor ld  p r i c e s ) .  The cos ts  which 
make up t h e  bas is  o f  t h e  c a l c u l a t i o n  are the  "cout  optima 
i n  r e a l  terms o f  a17 t h e  p a r t i c i p a n t s  i n  t h e  r e f i n i n g ,  
t ranspor t ,  and d i s t r i b u t i o n  sectors .  

- a s i n g l e  p r i c e  s t r u c t u r e  f o r  petroleum products has been 
es tab l  ished c a l  l e d  t h e  reference p r i c e ,  appl i e d  uni form1 y 
throughout the  country .  Consequently, the  p r i c e  s t r u c t u r e  
i s  no longer c a l c u l a t e d  on the  bas is  o f  t he  e n t r y  rou te ,  
west, eas t  o r  south. 

- t o  the  reference p r i c e  i s  added a geographic d i f f e r e n t i a l  
t o  cover the  ac tua l  cos ts  of t r a n s p o r t a t i o n  t o  the  area 
sarved . 



6 . 2  Comoonents o f  t h e  r e t a i l  o r i c e  maxima 

The r e t a i l  p r i c e  maxima i s  composed o f  f o u r  components: 

- the  e n t r y  p r i c e  o r  reference border p r i c e  
- d i s t r i b u t i o n  cos ts  
- t a x a t i o n  
- the geographic d i f f e r e n t i a l .  

A .  Border P r i c e  

The border p r i c e  f o r  each product i s  ca l cu la ted  monthly us ing  an 
average o f  t h e  wor ld  market quotes f o r  t he  preceding month. To  
t h i s  i s  added a f i x e d  increment o f  $20 per  t o n  and the  sum i s  then 
m u l t i p l i e d  by a c o e f f i c i e n t  which takes i n t o  account the  bank 
charges. 

- the  reference quote f o r  the  products i s  P l a t t ' s  CIF 
Rotterdam NWE base ARA quotat ion.  

- the  f i x e d  increment covers f r e i g h t  costs  t o  the  unloading 
dock i n  Muanda. 

- bank charges cover charges r e l a t e d  t o  opening o f  l i n e s  o f  
c r e d i t  as w e l l  as t h e  cos t  o f  t r a n s f e r r i n g  i r t  hard currency. 
The r a t e  charged on c r e d i t ,  imposed by t he  Centra l  Bank, i s  
80.1% per  year. 

D i s t r i b u t i o n  cos ts  

D i s t r i b u t i o n  cos ts  have remained i n  t h e  same bracket  as p rev ious l y .  
The cos ts  which make up a general base are  r e l a t e d  t o  the  average 
o f  t h e  h ighes t  d i s t r i b u t i o n  cos ts  du r ing  the  1983-1987 pe r iod  and 
converted t o  1989 cos ts  according t o  t h e  US consumer p r i c e  index. 

- f o r  Z A I R E  SEP expenses: the  average value f o r  the  1983-1986 
per iod.  

- f o r  t he  charges and income o f  companies: t h e  average value 
i n  1985 o f  o i l ,  d i e s e l  and f u e l  o i l  and the  average va lue 
inc luded i n  the  1989 s t ruc tu res .  

- f o r  SOZIR's opera t ing  expenses: r e f i n i n g  expenses are spread 
over a l l  the. products a t  an average o f  $9.5/ton. 

The d i s t r i b u t i o n  cos ts  a re  ad justed a t  t h e  beginning o f  each year 
according t o  t h e  US consumer p r i c e  index. 



The f o l l o w i n g  t a b l e  g ives t h e  ac tua l  f i g u r e s  c a l c u l a t e d  f o r  t he  
d i s t r i b u t i o n  costs  according t o  product f o r  1990 i n  $US (as 
repor ted  by the  companies). 

D i s t r i b u t i o n  cos ts  : maxima p r i c e  

Gas01 i ne 

Z A I R E  SEP 53 

Market ing Costs 11 1 

S O Z I R  10 

To ta l  174 

($US/m3 

Kerosene Diesel  Fuel O i l  

75 77  54 

65  63 5 1 

9 10 9  

149 139 114 

C. Taxat ion 

Taxes, i nc lud ing  p a r a f i s c a l  taxes, a re  f i x e d  accord ing t o  t h e  
budget d i r e c t i v e s  o f  the  government. Th is  aspect wiT1 be examined 
i n  chapter 7.  

D. Geographic d i f f e r e n t i a 1  

Given t h e  standard reference p r i c e  f o r  a l l  impor t  rou tes  based 
on t h e  wor ld  p r i c e ,  the  geographic d i f f e r e n t i a l  conta ined i n  the  
p r i c e  maxima system takes a l l  t r a n s p o r t  cos ts  i n t o  account as 
fo l l ows :  

- f r e i g h t  costs  of imports a r r i v i n g  by t h e  southern and 
eastern routes t o  t h e  Z a i r i a n  border.  These cos ts  a re  
contained i n  the c u r r e n t  system i n  the  average border p r i c e .  

- the- d i s t r i b u t i o n  t r a n s p o r t  cos ts  throughout t h e  country  
as charged by ZAIRE SEP 

- an geographic i n c e n t i v e  given t o  the  d i s t r i b u t i o n  f i r m s  t o  
encourage them t o  supply t h e  i n t e r i o r  o f  t h e  country .  

The t a b l e  i n  annex 4 gives the values f o r  t he  new geographic 
d i f f e r e n t i a l s  f o r  each l o c a l i t y  covered i n  the  p r i c e  maxima system. 



6.3 Com~ar ison o f   rice maxima and c u r r e n t  s t r u c t u r e s  

Based on ac tua l  f i g u r e s ,  comparisons o f  p r i c e  maxima and 
p r i c e s  c a l c u l a t e d  according t o  the  s t r u c t u r e  i n  p lace on February 
5 ,  1990 are g iven below: 

PRICE $US/m3 GASOLINE KEROSENE DIESEL FUEL O I L  

Current  p r i c e  539.2 478.0 1518.1 385 
s t r u c t u r e  

P r i c e  maxima 606.4 513.7 546 .5  405.4 

D i f f e rence  +12.5% +7.5% +5.5% +5% 

As shown, t h e  p r i c e  maxima would be h igher  than the  corresponding 
p r i c e  i n  t h e  c u r r e n t  system: 12.5% f o r  gaso l ine ,  7 .5% f o r  kerosene, 
5.5% f o r  d i e s e l ,  and 5% f o r  f u e l  o i l .  

6 . 4  Comments on t h e   rice maxima system 
. 

The p r i c e  maxima system i s  a  compromise between a  complete f r e e i n g  
o f  p r i c e s  as proposed by t h e  World Bank i n  i t s  S e c t o r i a l  Adjustment 
Program and by USAID and t h e  o l d  system o f  c o n t r o l l e d  p r i c e s  which 
i s  c u r r e n t l y  i n  place. I t  i s  nonetheless, i n  p r i n c i p l e ,  a  dec i s i ve  
s tep  towards l i b e r a l i z i n g  Za i re ' s  o i l  p r i c e s  i nso fa r  as i t 
addresses t h e  government's and the  lend ing  i n s t i  t u t i o n s '  concern 
f o r  a longterm r e h a b i l i t a t i o n  o f  the  d i s t r i b u t i o n  sec tor  on the  one 
hand and o f  supp ly ing  t h e  market under t h e  most favorab le  cost  and 
q u a l i t y  cond i t i ons  f o r  the  country on t h e  o ther .  

6 . 4 . 1  The p r i n c i p l e s  adopted 

i he - p r i n c i p l e s  adopted by t h e  p r i c e  maxima system are  
e s s e n t i a l  and w i l l  a f f e c t  t he  operators by: 

1 .  a l l o w i n g  them t h e  complete freedom t o  f i x  t h e  p r i c e s  o f  
petroleum products  i n  r e l a t i o n  t o  such uncon t ro l l ab le  f a c t o r s  
as the  wor ld  market p r i c e  and t h e  Z a i r e / d o l l a r  exchange r a t e .  
Under t h e  proposed system, the  government would no longer 
in te rvene "a  p r i o r i "  i n  t h e  r e t a i l  p r i c e  adjustment process. 
Nevertheless,  t h e  government would reserve the  r i g h t  t o  
c o n t r o l  p r o f i t  margins r e t r o a c t i v e l y .  



2 .  a l l ow ing  f o r  t he  i nco rpo ra t i on  o f  changes i n  cos t  o f  t he  
elements t h a t  make up the  p r i c e  o f  r e f i n e d  products i n  r e a l  
terms, p a r t i c u l a r l y  the d i s t r i b u t i o n  and t r a n s p o r t a t i o n  costs .  

The e f f e c t s  o f  t he  system are analyzed below: 

6 . 4 . 2  P o s i t i v e  e f f e c t s  

The system should have f i v e  p o s i t i v e  e f f e c t s :  

1. Rebui ld ing o f  t h e  f i n a n c i a l  s i t u a t i o n  o f  t he  companies 

The p r i c e  f reeze dur ing  t h e  l a s t  few years r e s u l t e d  i n  a  
l i q u i d i t y  c r i s i s  f o r  the  d i s t r i b u t i o n  companies. I t  should 
be kept  i n  mind t h a t  the  o i l  companies wrote o f f  8 b i l l i o n  
Zai res (10% o f  i ndus t r y  sa les  i n  1987), corresponding t o  the  
amount o f  bad debts owed by t h e  "Caisse de S t a b i l i z a t i o n " .  
The l i b e r a l i z a t i o n  o f  petroleum product p r i c e s  w i l l ,  
t here fore ,  have t h e  immediate e f f e c t  o f  r e s t o r i n g  the  
f i n a n c i a l  p o s i t i o n  o f  companies i n  the  t r a n s p o r t  and 
d i s t r i b u t i o n  sec tors  ( Z A I R E  SEP, o i l  companies). 

2. R e v i t a l i z i n g  sa les i n  t h e  i n t e r i o r  o f  t he  country  

The i n t e r i o r  o f  Za i re ,  e s p e c i a l l y  t h e  eas t  and t h e  south, was 
hardest h i t  by the  shortages o f  petroleum prdducts over the  
l a s t  few years. Many gas s t a t i o n s  were c losed f o r  good, 
o thers  temporari  l y ,  desp i te  storage and d i s t r i b u t i o n  
capac i t i es  and a s t rong p o t e n t i a l  demand. Our study o f  t he  
d i s t r i b u t i o n  companies c l e a r l y  shows t h a t  t h e  network sa les  
f o r  such products as gaso l ine  and d iese l  cou ld  increase 
subs tan t i a l  1  y ,  p a r t i c u l a r l y  i n  t h e  Shaba reg ion  which cou ld  
represent a  volume increase o f  approximately 3-4,000 m3 o f  
products. 

3. Rebui ld ing o f  working s tocks 

On average, the  working s tocks o f  t he  d i s t r i b u t i o n  companies 
are  equ iva len t  t o  10-15 days o f  consumption, a  l e v e l  t h a t  i s  
i n s u f f i c i e n t  t o  ensure a regu la r  supply t o  t h e  eastern and 
southern regions o f  the country .  With present  delays o f  
supp l ies  by the  var ious  impor t  routes (average 45 days), i t  
i s  extremely impor tant  t o  r e b u i l d  s tocks up t o  t h e  equ iva len t  
o f  45 days o f  consumption. 
Th is  ob jec t i ve ,  on l y  a t t a i n a b l e  i f  the  p a r t i c i p a n t s  are i n  a  
s t rong f i n a n c i a l  s i t u a t i o n ,  i s  essen t ia l  t o  ensur ing a 
constant supply t o  these reg ions and avo id ing  shortages. 



4 .  Reducing the  s i z e  o f  t h e  p a r a l l e l  market 

Petroleum product shortages i n  t h e  Shaba and Kivu reg ions have 
l e d  t o  t h e  c rea t i on  o f  a p a r a l l e l  market i n  these reg ions ,  
where t h e  p r i c e s  have reached as h i g h  as 10 times the  o f f i c i a l  
p r i ce .  
Th is  market would be reduced. by regu la r  suppl i e s  o f  d i e s e l ,  
o i l ,  and gasol ine.  
Nevertheless the  p a r a l l e l  market w i l l  n o t  completely 
disappear, espec ia l l y  i n  t h e  eas tern  reg ion o f  the  country  
given t h e  d i f f e rences  between p r i c e s  i n  the  i n t e r i o r  o f  t h e  
country and those i n  t h e  neighbor ing coun t r i es .  

5 .  Increased compet i t ion 

The p r i c e  maxima system a l l ows  t h e  d i s t r i b u t i o n  companies t o  . 

g i ve  rebates f o r  wholesale as w e l l  as r e t a i l  sales. A measure 
o f  compet i t ion would be in t roduced among the companies i n  
t h e i r  at tempt t o  boost sa les ,  p a r t i c u l a r l y  i n  the south. 
The system should the re fo re  b e n e f i t  t h e  consumer n o t  o n l y  i n  
the  area o f  p r i ces  bu t  a l s o  through a  b e t t e r  q u a l i t y  se rv i ce .  

The p r i c e  maxima system should be considered as an in te rmed ia te  
s tep  towards a  t o t a l  f r e e i n g  o f  o i  1  p r i c e s .  I t  does no t  represent ,  
i n  the  sho r t  term a t  l e a s t ,  an e f f i c i e n t  system o f  py ice  economics 
a l l ow ing  r e a l  compet i t ion among t h e  var ious  operators.  
A c e r t a i n  number o f  s t r u c t u r a l  and c i r c u m s t a n t i a l  f a c t o r s  cou ld  
b lock  the  expected p o s i t i v e  e f f e c t s  o f  t h e  p r i c e  maxima system. 

6 . 4 . 3  L i m i t s  o f  the  system 

1 .  The presence o f  c a r t e l s  

Za i re ' s  d i s t i  bu t i on  market s u f f e r s  f rom t o o  many c a r t e l s ;  f o u r  
companies dominate: PETROZAIRE, FINA, MOBIL, SHELL. The 
recent e n t r y  o f  small operators  i n  t h e  south o f  t h e  country  
( Z A I R E  OIL, MADOVA, and s ince  February 1990 LUBANJI, and 
YOSHAD) i s  1  im i ted  t o  supp ly ing  bu1 k t o  a  few la rge  consumers, 
p a r ' t i c u l a r l y  Gecamines. The smal l  companies do no t  have a  
r e t a i l  d i s t r i b u t i o n  network and almost no f i x e d  costs .  

Moreover, the  operat ing methods o f  these companies aren n o t  
always i n  keeping w i t h  t h e  c r i t e r i a  f o r  f r e e  compet i t ion as 
tou ted  by the  a u t h o r i t i e s .  These companies work mainly f o r  
reserved markets ( e s p e c i a l l y  GECAMINES). I n  less  than one 
year Z A I R E  SHELL suppl ied almost 25% o f  GECAMINES d i e s e l  
requi  rements. 



2 Rebui ld ing t h e  d i s t r i b u t i o n  sector  

The d i s t r i b u t i o n  sec to r  f o r  petroleum products  i n  Za i re  was 
a  f i n a n c i a l l y  devasted i n  1989. For t h e  e f f e c t s  o f  r e a l  
compet i t ion  t o  be f e l t ,  t h r e e  cond i t ions  must be f u l f i l l e d :  

- t h e  f i n a n c i a l  recovery o f  t h e  sec tor  must be completed, which 
means the  r e b u i l d i n g  t h e  f i n a n c i a l  base o f  t he  comoanies. 
Th is  c o n d i t i o n  r e f e r s  especia l  1y t o  t h e  delayed payments o f  
t h e  government and pa ras ta ta l  companies: GECAMINES, SNCZ, 
ONATRA, O f f i c e  des routes.  A t  t he  moment, g iven the  f i n a n c i a l  
d i f f i c u l t i e s  o f  these companies, the  payment delays have had 
a  tendency t o  r i s e  apprec iab ly  (more than 120  days). 

- the  bu i ldup of working s tocks o f  t he  companies i s  essen t ia l  
t o  p rov ide  a  constant  supply t o  the  market. Th i s  i s  o f  course 
l i n k e d  t o  the  r e b u i l d i n g  o f  the  companies' f i n a n c i a l  base. 

- the  s t o c k p i l i n g  o f  30 e x t r a  days o f  supp l ies  would represent 
a  c a p i t a l  expendi ture of 9 b i l l i o n  Zai res f o r  the  i ndus t r y  
w i t h  an annual f i n a n c i a l  cos t  o f  approximately 560 m i  11 i o n  
Zai res a t  a  r a t e  o f  50% per year. 

- One o f  the  major c o n s t r a i n t s  i n  the  o i l  i n d u s t r y  w i l l  be re-  
supply ing markets i n  t h e  i n t e r i o r  o f  - the country ,  p a r t i c u l a r l y  
i n  the  east  and t h e  south. Under these condi t l o n s ,  t he re  can 
be 1  i t t l e  hope f o r  lower r e t a i  1  p r i c e s  i n  the  immediate f u t u r e  
u n t i l  t h s  f i n a n c i a l  base o f  the companies has been restored.  
A p r i c e  war under present  f i n a n c i a l  cond i t i ons  would p u t  these 
companies o u t  o f  business i n  a  very s h o r t  t ime.  

3.  A v a i l a b i l i t y  o f  hard currency 

The system cannot f u n c t i o n  p roper l y  unless the re  i s  enough hard 
currency t o  buy imported products.  The c u r r e n t  f o r e i g n  exchange 
quota f o r  the o i l  sec to r  h inders  the  proper func t i on ing  o f  the  
d i s t r i b u t i o n  sec tor .  Financing programs f o r  t h e  impor ta t ion  o f  
petroleum products by t h e  World Bank ( $ 7 5  m i l l i o n )  and by U S A I D  
($30 m i l l i o n )  w i l l  e l e v i a t e  t h i s  problem i n  the  s h o r t  term. 

4.  Cost o f  t r a n s p o r t  i n f r a s t r u c t r u e s  

R e h a b i l i t a t i o n  p r o j e c t s  i n  the  t ranspor t  sec tor ,  p a r t i c u l a r l y  f o r  
ONATRA and SNCZ, w i  11 i nvo l ve  subs tan t i  a1 i nvestments. The 
economic and f i n a n c i a l  p r o f  i t a b i  1  i t y  o f  these p r o j e c t s  as 
c a l c u l a t e d  by the  World Bank invo lves  r a i s i n g  the  t a r i f s  o f  these 
companies. The t a r i f s  a re  c o l l e c t e d  f o r  Z A I R E  SEP which handles 
a l l  t h e  t r a n s p o r t  of petroleum products i n  t h e  country.  



CHAPTER 7 

TAXATION 

7.1 Evo lu t i on  o f  petroleum taxes 

Up u n t i  7 December 1988, f i s c a l  petroleum taxes were c a l c u l a t e d  
on an ad valorem bas is  o n .  the  average p r i c e  o f  petroleum 
product imports f o r  each impor t  rou te ,  west, east ,  and south. 
As prev ious ly  discussed (see chapter 5 ) ,  the  p r a c t i c e  o f  
f i x i n g  p r i c e s  l e d  t o  a b i z a r r e  s i t u a t i o n  where two o f f i c i a l  
p r i c e s  e x i s t e d  f o r  the  same product  i n  the  same l o c a l i t y .  
Th is  was p a r t i c u l a r l y  t r u e  i n  t h e  south which can be suppl i e d  
e i t h e r  from the  west o r  from t h e  south. The average r e a l  cos t  
o f  impor ta t i on  v i a  the  eastern and southern rou tes  i s  t w i c e  
as h igh  as t h a t  o f  impor t ing  v i a  t h e  west. 
To lessen the  impact o f  these d i f f e rences  on the  r e t a i l  p r i c e  
i n  the eastern and southern reg ions,  t h e  government in t roduced 
a negat ive tax ,  i n  t h e  i n t e r e s t  o f  balancing p r i c e s ,  which 
amounted t o  a subsidy on products i n  these reg ions.  Th is  
p o l i c y  had two consequences: 

- f raudu len t  re -expor ta t ion  o f  products t o  the neighbor ing 
coun t r i es  i n  the  eas t  and i n  t h e  south where r e t a i  1 
p r i c e s  were h igher ,  

- exacerbat ion o f  t he  shortages i n  these reg ions.  

This  s i t u a t i o n  was cor rec ted  i n  t h e  February 1989 p r i c i n g  
s t r u c t u r e .  Subsidies were c u t  o f f  f o r  products imported v i a  
t h e  east  and the  south. The t a x  bas i s  was standardized f o r  
a l l  impor t  routes,  i n  r e l a t i o n  t o  a f i x e d  r a t e  c a l c u l a t e d  on 
the  ac tua l  average p r i c e  o f  imports.  Th is  new formula 
considerably ra i sed  the  f i s c a l  taxes f o r  products imported v i a  
t h e  east  and the south as shown i n  the  t a b l e  below: 

Evo lu t i on  o f  taxes w i t h i n  t h e  p r i c i n g  s t r u c t u r e  (Z/m3) 

P a r a f i s c a l  charges: 
1 )  Dec 3, 1988 
2 )  Feb 1 ,  1989 
3 )    arch; 1 9 9 0  

Gas01 i ne Kerosene Diesel  Fuel O i l  
West East West East West East South East 



I 7.2 Role o f  t a x a t i o n  i n  t h e  p r i c e  s t r u c t u r e  

Despi te t a x  r a t e  increases f o r  petroleum products,  taxes are s t i l l  

I r e l a t i v e l y  low (35% i n  March 1990) compared t o  c e r t a i n  A f r i c a n  
coun t r i es  where taxes represent  50-60% o f  t he  r e t a i l  p r i c e .  A t a x  
increase could, t he re fo re ,  be forthcoming. I t  should be noted, 

I however, t h a t  d i s t r i b u t i o n  and t ranspor t  cos ts  are tw ice  as h igh  
i n  Za i re  compared t o  those i n  these same coun t r i es .  Short  o f  
r a i s i n g  the  r e t a i  1  p r i c e ,  t h e r e  could on ly  be a  t a x  increase i f  

I 
major improvements i n  p r o d u c t i v i t y  i n  t h e  d i s t r i b u t i o n  and 
t r a n s p o r t  sec tors  were made. 

I ROLE OF TAXATION I N  THE PRICE STRUCTURE (WESTERN ROUTE) : 

I % o f  p r i c e  Dec. 1988 Feb. 1989 Feb. 1990 March 1990 

Kerosene 20.0% 17.0% 19.5% 23.5% 

Diesel  

Fuel O i l  

To ta l  averaga 23.5% 27.0% 28.5% 34.8% 

7.3 Ca lcu la t i on  o f  t h e  t a x  bas i s  

The p r i c i n g  s t r u c t u r e  conta ins  two ca tegor ies  o f  taxes 
depending on t h e i r  a l l o c a t i o n :  

A.  D i r e c t  taxes which go t o  t h e  Tresor Pub l ic .  These inc lude:  

- an import  duty  

- an excise t a x  

B.  Para f isca l  taxes des t ined f o r  t he  t r a n s p o r t  agencies such as 
t h e  O f f i c e  des Routes, t h e  Serv ice Nat iona l  des Routes 
de D6sserte Agr ico les ,  and t h e  Regie des Voies F l u v i a l e s .  



7.3.1 Former s i t u a t i o n  

U n t i l  December 1989, f i s c a l  taxes were ca l cu la ted  i n  p r o p o r t i o n  t o  
t h e  average border p r i c e  (average impor t  cost  o f  petroleum 
products)  according t o  a  f i x e d  r a t e :  

- impor t  duty  and exc ise  tax:10% 

- t r a n s p o r t a t i o n  sur tax :  5546, 15%, 45%, and 45% respect ive1 y f o r  
gasol ine,  kerosene, d i e s e l ,  and f u e l  o i l .  

Th i s  method o f  c a l c u l a t i n g  p r i c e s  had two major drawbacks: 

- i t  a m p l i f i e d  and p ro jec ted  i n t e r n a t i o n a l  p r i c e  v a r i a t i o n s  
onto i n t e r n a l  p r i ces ;  

- t a x  revenues va r ied  according t o  i n t e r n a t i o n a l  market p r i c e  
f l u c t u a t i o n s .  

To e l  iminate these drawbacks, the  I M F  recommended i s o l a t i n g  the  
c a l c u l a t i o n  o f  the  t ax  bas is  f rom t h e  i n t e r n a t i o n a l  market and from 
f o r e i g n  exchange t o  l o c a l  money. . 
7.3.2 Current  S i t u a t i o n  

The c a l c u l a t i o n  o f  taxes has been s i m p l i f i e d  as o f  1990 and takes 
i n t o  account the  f o l l o w i n g  parameters and p r i n c i p l e s :  

- f i s c a l  taxes are uniform1 y app l i ed  no matter the  source o f  the 
import  

- the  bas ic  value f o r  a  product i s  a  f i x e d  reference value 
ca l cu la ted  once and f o r  a1 1  on t h e  average wor ld  p r i c e  o f  
petroleum products dur ing  1979-1988. This value can be p u t  
on a  market p r i c e  l i s t .  

- the - re fe rence  value i s  given i n  $US per me t r i c  ton.  I n  t h i s  
way i t  i s  i s o l a t e d  from the  f l u c t u a t i o n  o f  t h e  Za i r i ans  
currency. The reference values are: gas01 i ne $264/T, kerosene 
$266 /T ,  d iese l  $241/T, f u e l  o i l  $137 (see annex 5 ) .  



- f i s c a l  taxes are based on the reference va lue m u l t i p l i e d  by 

an adjustment c o e f f i c i e n t  which v a r i e s  depending on the  
product.  
The r a t e s  are: 0.85% f o r  gasol ine,  45% f o r  kerosene, 75% f o r  
d iese l  and f u e l  o i l  (see t a b l e  7 . 1 ) .  The adjustmant 
c o e f f i c i e n t s  are s t i p u l a t e d  i n  t h e  f inance regu la t i ons  
(even tua l l y  by ordinance) i n  r e l a t i o n  t o  t h e  t a x  revenue needs 
o f  t h e  government. 
I n  March 1990, a1 though the  weighted c o e f f i c i e n t s  had n o t  been 
modi f ied,  f i s c a l  taxes were ra i sed  by 35% f o r  gasol ine;  22% 
f o r  o i l  and 33% f o r  d iese l  and f u e l  o i l  (see t a b l e  7.1.b and 
annex 6). 

7 . 4  C o l l e c t i o n  o f  ~ e t r o l e u m  taxes 

I n  the  o l d  system up t o  1988, petroleum taxes a l l o c a t e d  t o  the 
Tresor P u b l i c  were c o l l e c t e d  by O F I D A  as t h e  products  entered the  
i n t e r n a l  market, wh i l e  taxes dest ined f o r  t he  t r a n s p o r t a t i o n  
agencies were remi t t e d  d i r e c t l y  by the  o i  1 companies a f t e r  t he  sa le  
o f  the products t o  consumers. 

This  procedure never worked p roper l y  due t o  the  f i n a n c i a l  
d i f f i c u l t i e s  experienced by the  d i s t r i b u t i o n  companies i n  1987 and 
1988 and caused l a r g e  disturbances i n  t h e  opera t ion  o f  the  
t r a n s p o r t a t i o n  agencies. ., 

To r e c t i f y  the s i t u a t i o n ,  the  tax  a u t h o r i t i e s  decided t h a t  as o f  
February 1 ,  1989, a l l  petroleum taxes would be l e v i e d  by OFIDA a t  
the  t ime o f  impor ta t ion ,  i n  o ther  words: 

- a t  t h e  border f o r  imported products,  

- as t h e  products l e f t  t he  r e f i n e r y  f o r  products  s o l d  by  
S O Z I R .  

Th is  s t i p u l a t i o n  which i n  essence asked t h e  o i l  companies t o  pre- 
f inance t h e  t a x  revenues d i d  no t  work. Given t h e i r  f i n a n c i a l  
s i t u a t i o n ,  t he  companies could no t  absorb these cos ts  because o f  
t he  delays i n  payment by t h e  government and t h e  paras ta ta l  
companies- (120 days).  
An agreement was then reached between t h e  t a x  department and the  
i n d u s t r y  whereby taxes would be remi t ted  90 days a f t e r  the  en t r y  
date o f  t h e  product ;  t h e  delay t o  be shortened t o  60 days as o f  
A p r i l  1 ,  1990. 
The government agreed t o  pay f o r  i t s  consumption w i t h i n  90 days o f  
t he  b i l l i n g  date which a c t u a l l y  represents 120 days given the  
a d m i n i s t r a t i v e  channels t o  be fo l lowed.  These commitments have no t  
been upheld; t a b l e  7 .2  shows t h e  a r rea rs  o f  t h e  government and o f  
the  o i l  companies as o f  February 1990. 



TABLE 7.l.a 

Evolution of the Fiscal Structure 

Fuel Price 
December 1988 

Fuel Price 
February 1989 

Fuel Price 
February 1990 
Fix price in US$ 

Excise tax fix base Excise tax (10% Import cost) Excise tax 15% 

Consumption tax fix base Duty costums (10% Import cost) Duty costums 15% 

Unique tax fix base 
Stabilization 
Fund 
~ - - fix base Stabilization Fund 0 % Stabilization 0% 

Road Tax fix base Transport Surtax Transport Surtax 

Rivers Tax fix base . Gasoline 55% . Gasoline 55% 
. Kerosene 15% Import cost . Kerosene 15% 
. Diesel 4% . Diesel 45% 
. Fuel oil 45% . Fuel Oil 4YA 

Local interest 
Road Tax fix base 

Special Treasury fix base 
Fund 

Table 7.1.b 

Fiscal base 

Current rate 

Fiscal tax  
February 1990 

March 1990 
increase 

Fiscal tax 
March 1990 

Increase 

Comparison of fiscal taxes Februaw/March 1990 

Gasoline Kerosene Diesel Fuel Oil 

195,46 210,14 202,4 134,3 

0,85 0,45 0,75 0,75 



TABLE 7.2 

BALANCE OF PAYMENT ARREARS I N  FEBRUARY 1990 

BETWEEN THE GOVERNMENT AND O I L  C W A N I E S  

1. Goverrment debt (Z millions) : 

Debt due Payment Net due 

November 1989 1623,s - 1623,s 

December 1989 1701,8 2000 1325,3 

January 1990 1798,6 1433,7 1690,2 

February 1990 1819,3 - 3509,5 

Current invoices 1831.1 - - 

Net due 120 days 8774,3 3433,7 5340,6 

* Debt due for one month corresponds to consumption for the Administration 
135 days ago. 

C 

2. Oil Company debts {Z millions) 

Debt 

Balance Jan 1990 290 

February 1990 

Total due 4824 

Due b; 
Administration - 

Net due 90 days 4828 

Net due 120 days 8774,3 

Pay men t Net due 

290 



Upon r e c e i p t  
on the  taxes 
shown below: 

o f  t ax  payments from the  companies, OFIDA i s  t o  pass 
t o  the  var ious  b e n e f i c i a r i e s  w i t h i n  15  t o  30 days as 

t o  the  Tresor P u b l i c  
O f f i c e  des Routes 
Service Nat iona l  des Routes de D6sserte ~ ~ r i c o l e s  
Regie des Voies F l u v i a l e s  

- 1.5% Cornit6 Nat iona le  de 1 'Energie 
- 0.54% O f f i c e  Z a i r o i s  de Contro le  
- 0.06% Cornit6 de R b p a r t i t i o n  
- 0.60% C e l l u l e  d'Etudes e t  de P l a n i f i c a t i o n  I n d u s t r i e l l e  
- 0.30% O f f i c e  des Douanes e t  Accises 

Current  d i s t r i b u t i o n  r a t e s  w i l l  l i k e l y  be modi f ied w i t h  the  a r r i v a l  
o f  another bene f i c ia ry :  O f f i c e s  des Voies e t  Drainages 

7.5 Tax revenue ~ r o . i e c t i  ons 

On the  bas is  o f  demand p r o j e c t i o n s  (see 3.5),  two s6enarios f o r  
c a l c u l a t i n g  t a x  revenue p r o j e c t i o n s  have been fo l lowed.  The f i r s t  
presupposes a  r e b u i l d i n g  of working s tocks,  t he  second does no t .  

The average l e v e l  o f  o i l  t a x  revenues f o r  1990 and 1991 i s  . 
$141.2 and $142.2 m i l l i o n  respec t i ve l y  f o r  the f i r s t  scenar io  
(see t a b l e  7 .3 )  

$135.6 and $136.6 m i l l i o n  f o r  t h e  second (see t a b l e  7 . 4 ) .  

Scenario 1 shows s l i g h t l y  h igher  revenues ( + 4 % )  compared t o  some 
government est imates.  These est imates are ca l cu la ted  on the  vo l  ume 
o f  sa les  f o r  1990 as equ iva len t  t o  t h a t  o f  t he  prev ious year; n o t  
i n c l u d i n g  the  r e g u i l d i n g  o f  working stocks.  
  his volume i s  the one used i n  scenar io 2 .  

With t h e  c u r r ~ n t  r a t e s  o f  d i s t r i b u t i o n  o f  t a x  revenues, est imates 
o f  revenues a l l o c a t e d  t o  t h e  Tresor Pub l i c  and t o  the  var ious  
t r a n s p o r t  -agencies have been ca l cu la ted  (see t a b l e  7.5 and 7 . 6 ) .  



These f i g u r e s  show t h a t  t he  p ro jec ted  revenues pa id  t o  

- the O f f i c e  des Routes (O.R.), 
- the  Service Nat ional  des Routes de Desserte Agr ico les  (SNRDA), 
- the Rkgie des Voies f l u v i a l e s  (RVF) 

i n  1990  these f i g u r e s  w i  11 be approximately 

$60.7 - $8.7 - $5.6 m i l l i o n  f o r  t he  scenar io i n c l u d i n g  a 
r e b u i l d i n g  o f  s tocks.  

$58.3 - $8.1 - $5.4 m i l l i o n  f o r  the  scenar io  w i thou t  a  
r e b u i l d i n g  o f  stocks.  

Revenues are ca l cu la ted  on a  f u l l  f i s c a l  year based on f i g u r e s  up 
t o  March 1990. 

To c a l c u l a t e  the  r e a l  f l ow  o f  revenues, t he  delays i n  c o l l e c t i n g  
taxes ( 3  months) as we l l  as t h e  ra tes  previous t o  March 1990 must 
be taken i n t o  account. 

Calcu lated i n  t h i s  manner, t o t a l  t ax  revenues i n  1990 w i l l  be $123 
m i l l i o n  o f  which $53 m i l l i o n  w i l l  be a l l o c a t e d  t o  the  O f f i c e  des 
Routss a t  cu r ren t  a l l o c a t i o n  ra tes .  

Revenue p r o j e c t i o n s  are  ca l cu la ted  annual 1  y  us ihg the  c u r r e n t  
a l l o c a t i o n  c o e f f i c i e n t s :  These c o e f f i c e i n t s  w i l l  be mod i f ied  i n  
the  near f u t u r a  w i t h  the  h r r i v a l  of a  new benef ic ia ry ,  t he  Of f i ce  
des Voies e t  Drainages. 



T k k  FiEVFNUES : 1990-1995 PROJEI.1 IOk 

(Stocks included, US S million) 

7 990 
---- 
Tax r a t e  Sus/m3 
Consumpt. M3 

GASOLINE KEROSENE DIESEL FUEL O IL  TOTAL 
S mio. 

224.2 115.2 202.3 134.2 
175.1 3 7 . 8  448.3 51.8 

TAX REVENUE 

---- 
Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 

1992 
---- 
Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 

1993 
---- 
Tax ra te  Sus/m3 
Consumpt . M3 

TAX REVENUE 

7 994 
---- 
Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 

---- 
Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 



TAX REVENUES : 1990-1995 PkOJECTIONS 

(Stocks n o t  included ,$ US M i l l i o n )  

GASOLINE KEROSENE DIESEL FUEL OIL TOTAL 
S mio. 

Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 

Tax r a t e  Sus/m3 
Consumpt. M3 

TAX RNENUE 

Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 

Tax r a t e  Sus/m3 
Consumpt. M3 

TAX RNENUE 

1994 
---- 
Taw r a t e  Sus/m3 
Conswnpt. M3 

TAX REVENUE 

1995 
---- 
Tax r a t e  Sus/m3 
Consumpt. M3 

TAX REVENUE 



TAX 
REVENUE 

TAX REVENUES : 1990-1995 PRUJECTIONS 
(stocks inc luded)  

(1990 S US M i l l i o n )  

TRE SOR 
PUBLIC 

4 4 

62.1 

62 - 6  

60.9 

61.7 

62.6 

63.5 

OFFICE S N D R A 
ROUTES 

43 

60.7 

61.1 

59.6 

60.3 

61.1 

62 -0  

OTHERS 

3 

4 . 2  

4 .3  

4 . 2  

4 . 2  

4 .3  

4 .3  



Table.7.6 : TAX REVENUES : 1990-1995 PROJECTIONS 

(stocks not  included) 

( 1990 $ US M i l l i o n s  ) 

TAX 
REVENUE 

TRESOR OFFICE S N 0 R A R V F OTHERS 
PUBLIC ROUTES 



CHAPTER 8 

RECOMENDATIONS FOR THE IMPLEMENTATION OF PAADD 

The Energy Sec to r ia l  Adjustment program, t o  be implemanted by 
the  government, has two main ob jec t ives :  

- t o  supply t h e  i n t e r n a l  market a t  t he  lowest poss ib le  cos t  o t  
t he  country  as a  whole. 

- t o  e f f e c t  t he  payment o f  the  p a r a f i s c a l  petroleum taxes t o  
the  t r a n s p o r t a t i o n  agencies responsible f o r  t he  management 
and maintenance o f  t he  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e .  

I n  order  t o  meet these ob jec t i ves ,  several  steps must be taken t o  
e l  iminate t h e  obstac les t h a t  remain throughout the d i s t r i  bu t  i o n  
sec tor  on the  one hand and t o  ensure t h a t  t he  t r a n s p o r t a t i o n  
agencies rece ive  t h e i r  t ax  revenues on the  o ther .  

Therefore, t h e  disbursements from the  CIP program (see annex 7 )  
should be cont ingent  upon the f u l f i l l m e n t  o f  c e r t a i n  p r e r e q u i s i t e s  
i n  the  f u e l  and p a r t i c u l a r l y  i n  the t r a n s p o r t a t i o n  sec tor .  

These p r e r e q u i s i t e s  can be d iv ided i n t o  major and minor categor ies.  
ThS ~rna jo r  conai t i -ons are essen t ia l  if the  ob jec t i \ i es  s e t  ou t  by 
USAID  are t o  be met. The minor cond i t ions ,  on the  o ther  hand, w i  11 
n o t  jeopard ize the  p r o j e c t  i f  they remain u n f i l l e d .  They would 
never the less c o n t r i b u t e  t o  the e f f i c i e n c y  o f  t h e  program. 

8.1. p r e r e a u i s i t e s  f o r  t he  f u e l  sector  

8 . 1 . 1  Major cond i t i ons  

A.  L i b e r a l i z a t i o n  o f  o i l  p r i ces .  

The implementation o f  t h e  p r i c e  maxima system i s  essen t ia l  t o  
rebui  l d i n g  t h e  d i s t r i b u t i o n  sector  and c o n s t i t u t e s  an in termediate 
s tep  towards f r e e i n g  product  p r ices .  P r i o r i t i e s  inc lude:  

- the implementation o f  the  p r i c e  maxima system (which i s  n o t  
c u r r e n t l y  i n  p lace)  t o  e l im ina te  t h e  p r a c t i c e  o f  un i fo rmly  
apply ing p r i c e s  t o  petroleum products and t o  replace i t  w i t h  
a  r e t r o a c t i v e  c o n t r o l  on the  p r o f i t  margins o f  t he  companies. 



- the  s e t t i n g  up o f  a  t ime tab le  which f i x e s  the  dates f o r  the  
l i b e r a l i z a t i o n  o f  p r i ces .  The World Bank, which agrees t o  
the  implementation o f  t h e  p r i c e  maxima system recommends t h a t  
the  t ime frame f o r  t h i s  phase n o t  exceed 4 t o  6 months. 

I t  should be noted the  t h e  p r i c e  maxima system can rep lace a  
completely l i b e r a l i z e d  system over t h e  medium term i n s o f a r  as i t  
takes i n t o  account the  ac tua l  cos ts  o f  impor ta t i on  and 
d i s t r i b u t i o n .  
These d i s t r i b u t i o n  costs  a re  ad jus ted  annual 1  y  based on $ / ton ,  
according t o  the  US consumer p r i c e  index. 

B. L i f t i n g  o f  import  r e s t r i c t i o n s  on petroleum products 

A t  t he  present t ime, c a l l s  f o r  tenders f o r  the  impor ta t i on  o f  
petroleum products v i a  the  western rou te  are l i m i t e d  t o  member 
coun t r i es  o f  the Cornmunaut6 Economique des E t a t s  de 1 ' A f r i q u e  
Centra le  (CEEAC). 

Th is  s i t u a t i o n  does no t  a l l o w  f o r  optimum buying and f inanc ing  
cond i t i ons  o f  import  products (see chapter 4 ) .  

One o f  the  p re requ is i t es  o f  USAID's impor t  f inance program should 
be t h a t  compet i t ive b ids  be opened up t o  a11 s u p p l i e r  members o f  
t h e  World Bank and t h a t  the  supp ly ing  o f  the market'be c a r r i e d  ou t  
under the opt imal cond i t ions  f o r  cos t  and supply delays. 

I t  should be noted, however, t h a t  c u r r e n t  imports en te r ing  v i a  the  
south and the  east  a re  c a r r i e d  o u t  e x c l u s i v e l y  f o r  t h e  o i l  
companies. 

C .  The Cornit6 d'achat 

The Comi tE!  d 'achat, responsib le  f o r  t he  coord ina t ion  o f  impor ts  
and the managing o f  con t rac ts ,  must modify i t s  opera t ing  
procedures. 
The Comi t B  d' achat must become completely i ndependent o f  t h e  s t a t e -  
owned PETROZAIRE. To t h i s  end: 

- d i s t r i b u t i o n  companies must have a  r e a l  say i n  t h e  Comite 
d 'achat.  The dominant r o l e  o f  PETROZAIRE must be c u r t a i l e d  
and t h e  government-owned company placed on equal f o o t i n g  w i t h  
the  o ther  p a r t i c i p a n t s .  

- PETROZAIRE must n o t  take  over t h e  Comit6 d 'achat ' s  r o l e  o f  
sending out  i n t e r n a t i o n a l  c a l l s  f o r  tender and o f  s i g n i n g  
petroleum product c o n t r a c t s  (as i n  the  case o f  t he  E l f -  
Aqui t a i  ns c o n t r a c t ) .  



8 .1 .2  Minor p r e r e q u i s i t e s  

A )  L i b e r a l i z a t i o n  o f  t h e  i n t e r n a l  market d i s t r i b u t i o n .  

Several steps should be taken by the  a u t h o r i t i e s  i n  order t o  ensure 
a  b e t t e r  supply t o  the  i n t e r i o r  o f  t he  country ,  p a r t i c u l a r l y  t o  
remote areas n o t  covered by the  d i s t r i b u t i o n  companies: 

- l e g a l i z i n g  the  resa le  o f  products by small  merchants, sub jec t  
t o  c e r t a i n  regu la t i ons ,  

- reducing the  requ i red  minimum purchase o f  5 b a r r e l s  t o  1 

b a r r e l  f o r  small  merchants 

B)  Operat ing procedures' f o r  Zaire-Oleoduc 

D i s t r i b u t i o n  companies must be al lowed t o  p a r t i c i p a t e  i n  t h e  
proposed company Zai re-01 eoduc, whose r o l e  w i  11 be t o  manage t h e  
planned Muanda-Matadi p i p e l i n e .  
A p re l im ina ry  agreement between t h e  Conseil  Execut i f  and t h e  o i l  
industr-y -cmncecnl:ng t h i s  matter--has a1 ready been s i  gnedl- 

C) S e c t o r i a l  s tud ies  . 
Z a i r e ' s  f u e l  sec tor  i s  poor ly  understood due t o  the  l ack  o f  

s tud ies  o r  s e c t o r i a l  analyses. The f o l l o w i n g  s tud ies  are 
recommended: 

A study of d i s t r i b u t i o n  and t r a n s p o r t a t i o n  costs 

D i s t r i b u t i o n  and t r a n s p o r t a t i o n  cos ts  contained i n  the  o i  1  
p r i c i n g  s t r u c t u r e  a re  very h igh  compared w i t h  o ther  A f r i c a n  
coun t r i es  and the re  i s  p o s s i b l y ' a  p o t e n t i a l  f o r  an increase 
i n  p r o d u c t i v i t y  i n  t h i s  area. An indepth study o f  these cos ts  
i n  r e l a t i o n  t o  t h e  r e h a b i l i t a t i o n  programs f o r  the sec to r  
( c u r r e n t l y  being negot ia ted)  would reveal the  re levan t  
f a c t o r s .  

A study o f  f u e l  consumption 

No r e l i a b l e  s t a t i s t i c s  are c u r r e n t l y  ava i l ab le  on o i l  
consumption based on the  branch o f  i ndus t r y  and the  reg ion.  
Consequently, i t  i s  almost impossible t o  make accurate demand 
p r e d i c t i o n s  o r  t o  c a l c u l a t e  t h e  demand p o t e n t i a l  according t o  
the  branch o f  i ndus t r y  i n  order  t o  measure the  e f f e c t s  o f  
p r i c e  f l u c t u t i o n s  on reg iona l  and na t i ona l  consumption. 
This l a s t  p o i n t  i s  e s p e c i a l l y  important given the  nominal 
change o f  p r i c e s  i n  Za i re .  

@EST AVAILABLE COPY 



BESTAVAILABLE COPY 

6 3  

Furthermore, these s tud ies  would measure the e f f e c t  o f  USAID'S 
prbgram f o r  f i nanc ing  petroleum product impor ts  on the 
d i f f e r e n t  soc io-profess ional  l e v e l s  o f  soc ie ty ,  p a r t i c u l a r l y  
on low and rniddle-income households. 

Such a  study should, t he re fo re ,  gather s t a t i s t i c s  according 
t o  the  demand i n  s p e c i f i c  sec tors  ( t r a n s p o r t a t i o n ,  i n d u s t r y ,  
min ing,  energy), as w e l l  as reg ion and income l e v e l .  

8.2 P r e r e a u i s i t e s  f o r  t h e  t r a n s ~ o r t a t i o n  sector  

8 .2 .1  Major cond i t ions  

A )  Honoring o f  the  terms o f  payment f o r  the  p a r a f i s c a l  
t ax .  

The s t r i c t  honoring o f  t h e  terms o f  payment f o r  t h e  petroleum tax  
by the  d i s t r i b u t i o n  companies t o  OFIDA i s  imperat ive t o  the  proper 
f u n c t i o n i n g  o f  the t r a n s p o r t a t i o n  agencies. 

- Government expendi tures on f u e l  must be pa id  w i t h i n  90 days 
o f  the  d e l i v e r y  date,  a c t u a l l y  120 days g i v e n  tha  
admin i s t ra t i ve  channels t o  be fo l lowed f o r  t h e  c l e a r i n g  o f  
b i l l s  (approximately 30 days) .  I t  should be noted :I ..: 
admin i s t ra t i ve  delays could be e l im ina ted  complete:, . - 
monthly dispersement system were in trod^,:..-' L 

- Consumpti on by pa ras ta ta l  cornpz . : - - . ,. - .  - -I . . - I .  ;,. '-,-, 

days o f  the  d e l i v e r y  dz.:,. 

D \  P m i t t m c e  o f  taxes by OFIDA t o  the  t r a n s p o r t a t i o n  agencies 

OFIDA muse r s d i s t r i b u t e  the  o i l  taxes t o  t h s  t rz ins ;a r t~ t ion  
agencies ( O f f i c e  des Routes, Regie des Voies F l u * ~ i a l e s ,  snd t h e  
Serv ice Nat ional  pour l e s  Routes de Desserte Agr i zs les )  w i t h i n  1 5  
days o f  r e c e i p t  o f  payment from the d i s t r i b u t i o n  companies. I n  
general,  the  OFTEA'S c u r r e n t  paymect delay i s  SpDrosimately 15 -30  
days. O f  courss ,  these delays can on ly  be respected i f  the  terms 
o f  paymect f o r  government a n d  paras ta ta l  consumption are respected 
as w e l l .  
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C) Payment procedures f o r  government consumption 

To avoid delays i n  payments f o r  government consumption, the  Budget 
Department must s e t  up a spec ia l  budget procedure: 

- by making the  consupt ion of f u e l  a  p r i o r i t y  expendi ture,  on 

the  same l e v e l  as the  s a l a r i e s  o f  c i v i l  servants; 

- by i n s t i t u t i n g  a  r a p i d  payment dispersement system, on a  
month1 y  bas is  f o r  example w i t h  a  r e g u l a t i o n  o f  invo ices  every 
quar te r .  

- by g i v i n g  p r i o r i t y  t o  a1 l o c a t i o n s  o f  petroleum taxes c o l l e c t e d  
by OFIDA t o  t r a n s p o r t a t i o n  agencies i n  case o f  d e f a u l t  by t h e  
government on i t s  payments f o r  30 consecutive days (see annex 
8). 

These procedures cou ld  e a s i l y  be p u t  i n t o  place w i thou t  
i n t e r r u p t i n g  the  management procedures o f  t he  count ry 's  P u b l i c  
Finance Department. Th is  same system was i n s t i t u t e d  i n  t h e  I v o r y  
Coast f o r  t he  government consumption o f  e l e c t r i c i t y ,  water, and 
f o r  use o f  the  telepnone system. 

8.2 .2  Minor p r e r e q u i s i t e s  . 
A )  Pub l i c  consumption 

The government's consumption o f  a l l  types o f  petroleum products 
accounts f o r  a  l a r g e  p a r t  of t he  count ry 's  t o t a l  consumption. 
Procedures f o r  a l l ow ing  compet i t i ve  b ids  should be s e t  up f o r  
petroleum supply con t rac ts  f o r  t he  var ious  n i  n i  s t r i e s  and pub1 i c  
companies. The World Bank app l i es  t h i s  p r i n c i p l e  f o r  q u a n t i t i e s  
g rea ter  than 100 m3/month. With a  f r e e  market -s ty le  system f o r  
petroleum products,  a  procedure f o r  compet i t i ve  b ids would a1 low 
t h e  government t o  b e n e f i t  from rebates on i t s  suppl ies.  

8) Paying o f  a r rea rs  

The c u r r e n t  s i t u a t i c x  o f  a r r e a r s  betiween t h e  gavernrnent; t h e  
pa ras ta ta l  companies, and the  p a r t i c i p a n t s  i n  the  d i s t r i b u t i o r i  
system must be resolved and a  t ime tab le  s e t  up f o r  the  paying o f  
a r rears .  

Conclusion: Given t h e  cu r ren t  s i t u a t i o n  i n  Za i re ' s  petroleum 
d i s t r i b u t i o n  sec to r  and the  ob jec t i ves  o f  PAAD, a  
s e t  o f  major p r e r e q u i s i t e s  must be met. I f  these 
cond i t i ons  are n o t  f u l f i l l e d ,  the  ob jec t ives  s i t  up 
by PAAD w i l l  be severe ly  conpromised. ? 



Annex 1 

M A I N  LEGAL TEXTS CONCERNING THE D I S T R I B U T I O N  SECTOR 

1. Ordinance no. 81-004 dated February 14, 1981 concerns the  
regu la t i ons  f o r  impor t ing  and expor t ing  hydrocarbons and t h e i r  
d e r i v a t i v e s .  

2. Ordinance no 81-021 dated February 14, 1981 complements the  
law no. 78-004 dated January 20, 1978 r e l a t i n g  t o  t h e  c r e a t i o n  and 
the  s t a t u t e s  o f  the  p u b l i c  company named "En t rep r i se  P e t r o l i & r e  du 
Za i re"  (PETROZAIRE) and prov ides means o f  implementing the 
ordinance law no. 81-004 dated February 14, 1981 r e l a t i v e  t o  the  
regu la t i ons  f o r  impor t i  ng and expor t ing  hydrocarbons and t h e i  r 
d e r i v a t i v e s .  

3. Ordinance no. 84-145 dated Ju l y  2, 1984 surrenders the  
government's p a r t i c i p a t i o n  i n  the  f u e l  d i s t r i b u t i o n  companies t o  
PETROZAIRE. 

4. ~ e - t t e r  from the  Gouverneur o f  the Banque du Za i re  no. 6417 
dated June 5 ,  1985 r e l a t e s  t o  the  l i f t i n g  o f  impor t  r e s t r i c t i o n s  
on petroleum products. 

5 .  L e t t e r  no.1304/CAB.MINER/85 dated August 10 ,  1985 r e l a t e s  t o  
the  I i bera l  i za t ion  o f  imports and o f  the petroleun? product market. 

6 .  L e t t e r  no. 1 ~ ~ ~ / C A B . M I N E R / ~ ~  dated November 30,  1985 r e l a t e s  
t o  the  c rea t i on  o f  a "supply" department a t  Z A I R E  SEP. 

7 .  L e t t e r  no. 82/DBp. P o r t e f e u i l l e / 8 6  dated January 30, 1986 
r e l a t e s  t o  the management o f  the  government's p o r t i o n  i n  the  
petroleum d i s t r i b u t i o n  companies. 

8. C i r c u l a r  no. 31/BCAB.MINER/86 r e l a t e s  t o  t h e  o rgan iza t i on  o f  
c a l l s  f o r  tender and the  management o f  petroleum product supply 
con t rac ts  under a l i b e r a l i z e d  system. 

9. C i r c u l a r  no. 1029/CAB.MINER/87 dated August 21, 1987 r e l a t e s  
t o  the  organ iza t ion  o f  c a l l s  f o r  tender and t h e  management o f  
petroleum product supply cont rac ts  under a l i b e r a l i z e d  system. 

10. C i r c u l a r  no. 929/CAB.MINER/88 modi f ies and complements the  
c i r c u l a r  no. 1029/CAE!.MINER/87 dated August 21, 1987 r e l a t i n g  t o  
the  c r g a n l z a t i c n  ~f ca! 1s r tender and t h e  management o f  
petroleum product supply con t rac ts  under a l i b e r a l i z e d  systsm. 

1 1 .  Departmental order  no. 52/CAB.MINER/88 dated Apr i  1 6, 1989 
r e l a t e s  t o  the  i n s t i t u t i o n  o f  t h e  Commission de v e r i f i c a t i o n  des 
p r i x  A 1 ' impor ta t ion  des produi  t s  p k t r o l  i e r s  (Commission f o r  the  
v e r i f i c a t i o n  o f  t h e  import  p r i c e  o f  petroleum products .  



ANNEX 2 -- 

DIfferentieIs geoffraphlques nypllcmlr3s a panir  d e  Fev-rfer 1990. 
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01. AKUA 

02. BANOUNOU 

03.  BENA DIBELE 

04. BEN1 

05. BUKAVU 

06. W A  

07. BUNIA 

08. BUSINGA 

09. GOmA 

10. ILEBO 

11 . INONGO 

12. ISIRO 

13. KALEmIf 

16. KALUNOU / UVIRA 

15. KANANGA 

16. KIKWIT 

17. KINOU 

18. KISANCANI 

19. KOLWEZI 

20. CIKASI 

21 . LUBUFIBASHI 

22. FBANDAKA 

23. W E E  OITU 

24. WNGBERE 

COUT REEL 
SEP 

53 

24 

68 

- 
- 

56 

- 

89 

49 

4 9  

1 37 

193 

2 30 

98 

5 3 

205 

7 3 

17G 

175 

183' 

33 

118 

167 

COUT REEL 
PROFESSION 

245 

26 5 

260 

26s 

296 

265 

242 

- 

- 

PROPOSITION 
mINER 2 

PROPOSITION 
AOOP T EE 





: Cuest : Est : Chest : Est : Ouest : Est ?. Sud : Cuest : Guest : 

V W I E  : Total=60.190 m3 :I0750 m3 : 800 m3 : 3000 m3 : 300 m3 : 32500m3 : 2800 m3 : 5000 m3 : 5000 m3 : 40T: 

' : 
1.P.Y.F. : 84507,85 :205768,37 :101118,71 :214401,29 : 98303,n :208145,55 :208429,90 : 73049,19 : 227481,48 : 
2.Frais allegeaent transpxt & stock SOZIR: 6247,29 : 0,OO: 6247,29: 0,OO: 6247,29: 0,OO: 0,OO: 6247,29: 6247,29: 
3 .Rais bancaires (8.9% du FTF) : 7521,20 : 18313,39 : 8999,57 : 19051,72 : 8749,04 : 18524,95 : 18550,26 : 6501,38 : 20245,85 : 

4.Tota.l P.M.G.D. : 98276,34 : 224081,76 : 116365,57 :233483,01 : 113300,lO : 226670,51 : 226980,17 : 85797,86 : 253974.62 : 

5.Caisse de stabilisation : 0,OO : 0,oO : 0,OO : 0,OO : 0,Oo : 0,00 : 0,Oo : 0,O : . 0,OO : 
6.Perte 1EP (1% PMGD pour essencs et 

Of% pcrur autr2s produits) : 982,76 : 2240,82 : 581,83 : 1167,12 : 566.50 : 1133,35 : 1134,90 : 428,99 : 1269,87 : 
7.Charges d'exploitatian S.E.P. : 28881,75 : 6784,86 : 37198,35 : 14423,58 : 39560,47 : 5315,ll : 16166,38 : 25713,23 : 27766,41 : 
8.Chargss d'qloitatim Societe Ccmwrc. : 41723,96 : 8577,93 : 17402,62 : 22874,85 : 17811,05 : 14256.49 : 13751,28 : 15465,81 :101095.18 : 
9 .Charges d' -loitat ion SOZIR : 4908,15: 0,OO: 4908,15: 0,00: 4908,15: 0,OO: 0,OO: 4908,15: 4908,15: 
10-Farga Societes Carrc;erciales (10% PKD) : 9827,63 : 22408,18 : 11636,56 : 23348,30 : 11330,Ol : 22667.05 : 22698,02 : 8579,79 : 25397,46 : 

ll.Tota.1 frais de distribution : 86324.26 : 40011,79 : 71727,N : 61814,14 : 74176,17 : 43372,OO : 53750,58 : 55095,96 :160h37,07 : 

12.W fiscal (en Um3) : 98029,69 : 98029.69 :105446,15 :1O5446.15 : 101582,37 :101582,37 :101582,37 : 67370,33 : 227481,418 : 
13.Droit d'entree (15 % du PMF fiscal) : 14704,45 : 14704,45 : 15816,92 : 15816,92 : 15237,36 : 15237,36 : 15237,36 : 10105.55 : 34122.22 : 
14.Droit d'accise (15 Z de (12) + (13)) : 16910,12 : 16910,12 : 18189,46 : 18189.46 : 17522,96 : 17522,96 : 17522.96 : 11621,38 : 39240.56 : 
15.Surtw de transport (55%-15%-4%-45%) tF: 81103,97 : 81103,97 : 23792,70 I: 23792,70 : 68763,00 : 68763,OO : 68763,00 : 45604,Ol :153985,70 : 

23.Prix de reference reel :297319,14 :376812,09 : 245892,15 :382254,06 :208224,76 :641760, 16 : 
24.Prix de reference applique :297000,00 :377000,00 :246000,00 :38XXX),00 :208000,OO :642000,00 :' 
25.Diff erence (24 - 23) : -319,14 : 187,91 : 107,85 0,42: 434,18': -254,M: -224,76: 239,84: 



ANNEX 7 :  PRACTICAL PROCEDURES FOR IMPLEMENTING CIP 

1 ) C a l l  s f o r  tender 

Cur ren t ly  d i s t i b u t i o n  companies which impor t  v i a  the  southern and 
eastern routes o f  the  country  . import  f o r  t h e i r  own commercial 
a c t i v i t i e s .  Under the  CIP system, the  companies would group 
together  and p u t  o u t  c a l l s  f o r  tender among t h e  s u p p l i e r s  CALTEX, 
KOBIL, KENYA SHELL, and TOTAL f o r  t he  eas tern  rou te ;  TRADIMEX,  
SUDEXCO and AFRI-ITALIA f o r  t he  south. U S A I D  cou ld  v e r i f y  the  b ids  
and check the  proposed p r i c e s  as we11 as t h e  o r i g i n  o f  the 
products. 

Financing o f  imports should on ly  be considered f o r  l a rge  
d i s t i b u t i o n  companies: MOBIL, FINA, SHELL, and PETROZAIRE i n  
assoc ia t ion  w i t h  ELF-AQUITAINE and AGIP. 

The recen t l y  formed, smal l ,  p r i v a t e  companies i n  t h e  southern p a r t  
o f  the country w i l l  no t  be e l i g i b l e  f o r  USAID's f i n a n c i n g  program: 

- only  companies having a bu lk  d i s t i b u t i o n  network are t o  
b e n e f i t  from the  program. This  c o n d i t i o n  i s  j u s t i f i e d  i n s o f a r  
as the  goal o f  t he  program i s  t o  so l ve  the  problems o f  
supply ing the  r e t a i l  market. 

- on1 y those c1 i e n t  companies whose commerci a1 a c t i v i t i e s  do 
no t  b r i n g  i n  f o r i e g n  exchanges are e l i g i b l e  under C I P .  

THese two cond i t i ons  e f f e c t i v e l y  e l im ina te  a l l  t h e  small  companies 
serv ing the  cap t i ve  market GECAMINES. 

3 )  Dispersement o f  hard currency 

The d i s t r i b u t i o n  company sends a purchase order  t o  t h e  supp l i e r  
re ta ined through t h e  compet i t i ve  b i d  process. 
U S A I D  issues a l e t t r e  o f  c r e d i t  payable i n  30 o r  60  days depending 
on the cond i t i ons  demanded by t h e  supp l i e r .  
THe t r a n s f e r  i n  fo re ign  currency t o  the  s u p p l i e r  would be c a r r i e d  
ou t  d i r e c t l y  by USAID upon recept ion o f  t h e  products by the  
d i s t r i b u t i o n  companies. 

4 )  Counterpart i n  Zai r i a n  currency 

To ensure t h a t  t he  counterpar t  i n  l o c a l  currency i s  recovered and 
remi t ted  t o  the  O f f i c e  des Routes, the f o l l o w i n g  procedur must be 
s e t  up: 

- when U S A I D  grants  a l e t t e r  o f  c r e d i t ,  t h e  d i s t i b u t i o n  company 



opens a l i n e  of c r e d i t  a t  a f i r s t  class bank (Ci 
example) for t he  equ iva len t  amount i n  Zai res.  
costs  r e s u l t i n g  form the  granting o f  c r e d i t  are co 
p r i c e  s t r u c t u r e  f o r  petroleum products.  

- The counterpar t  in Z a i r i a n  currency is paid t o  t h  
Routes on the i n s t r u c t i o n  o f  U S A I D .  

BEST AVAIL ABLE COPY 



ANNEX 8: PROCEDURE FOR THE PAYMENT OF GOVERNMENT CONSUMPTION 

The Budget Department i n  con jonc t i  on w i t h  t h e  Finance Department 
cou ld  s e t  up a  spec ia l  budget procedure f o r  payment o f  the 
government's consumption o f  petroleum products.  

1 ) H ierarchy o f  expendi t u res  

Fuel expendi tures are  considered as p r i o r i t y  expendi tures,  on the  
same l e v e l  as the  s a l a r i e s  o f  c i v i l  servants ,  i n  o the r  words, t h e  
f u e l  expendi tures would be pa id  a f t e r  s a l a r i e s  bu t  before a1 1  o ther  
opera t ing  expendi tures o f  t h e  government. 

2 )  Monthly dispersements 

Payments t o  t h e  o i l  copanies f o r  consumption are made monthly i n  
t h e  form o f  an advance, equ iva len t  t o  1 / 1 2  o f  the  annual budget. 
Adjustment o f  ac tua l  expendi tures based on i nvo i ces  can be c a r r i e d  
ou t  on a  q u a r t e r l y  bas is .  Th is  s tep  i s  necessary f o r  the  
l i q u i d a t i o n  o f  p u b l i c  expendi tures.  

3 )  P r i o r i t y  a7 l o c a t i o n  o f  tax  revenues 

I f  the government has de fau l ted  on i t s  payments f o r  a  pe r iod  o f  30 
consequutive days, t h e  Consei 1  Ececut i f  agrees t o  r e m i t  the  n e t  t ax  
r e c e i p t s  from the d i s t r i b u t i o n  companies t o  the  O f f i c e  des Routes 
as a  p r i o r i t y ,  based on the  a l l o c a t i o n  r a t e  i n  fo rce ,  i . e .  43% o f  
the  monthly t o t a l  o f  tax  revenues contained i n  the p r i c e  s t r u c t u r e  
f o r  petroleum products.  

Example: 

To ta l  month1 y  taxes ( 1  f : 

Monthly p u b l i c  consumption outstanding: 

($US i n  m i l l i o n s )  

1 1 . 7  

3.5 

8.2 

5.0 

Taxes pa id  t o  OFIDA: 

Taxes remi t ted  t o  O f f i c e  des Routes (43% o f  1 )  

Balance o f  t ax  revenue a v a i l a b l e  


